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rncFACE. 

The first atteiMt to substitute a self contained account of the 
irrigation ivorks m India for the collection of statistical tables ivhich 
previously constituted the annual review was made m the review 
for 1916-17. The review for 1917 18 was produced on similar lines 
and the e:q)enence so gamed showed that, if a complete retrospect 
of work was to be mcluded annually, the bulk of the letterpress 
woidd have to bo Teprmted year by year It has therefore been, 
decided that, m future, the full review shall only be published 
trieumally and that, in the intermediate years, supplements shall 
be issued dealing with the year m question and bnngmc up to date 
tho information contamed m the previous triennial publication. 

The present issue forms the second of these supplements ; tho 
first tnennial review will deal with irrigation m India up to the end 
of tho year 1920 1921. 

Note — One lath o! Pupcc3=»IlB. 100,000«£C,CC6 UIoDg the rate of 
exchange as Ha. 16 *£1. 




rnEFACE. 

The first attempt to substitute a self-contamcd account of the 
irrigation works in India for the collection of statistical tables which 
previously constituted the annual review was made in the review 
for 1916-17. The review for 1917-18 was produced on similar lines 
and the experience so gained showed that, if a complete retrospect 
of work was to bo included annually, the bulk of the letterpress 
would have to bo reprinted year by year. It has therefore been 
decided that, in future, the full review shall only be published 
tricnnially and that, in the intermediate years, supplements shall 
bo issued dealing with the year in quwtion and brin^c up to date 
the information contained in the previous triennial pubheation. 

The present issue forms the second of these supplements ; tho 
first triennial review will deal with irrigation in India up to tho end 
of tho year 1020*1921. 

Notr, — One lakh ol rupecs-aRa. 100,OOOss£G,C66 taking tbe rate o! 
exebange as lla, 1&— £1. 




CHAPTER I. 


Results of irrigation operations during the year 
I9I9-I920. 


The Arabuin Sea monsoon appeared in the Peninsula at about 
the normal date, while the Ba 7 current am>ed m north east India 
about a week before the usual time Up to about the middle of 
July both currents were exceedingly fitful and were mainly con- 
fined to the Central Provinces and the adjoinmg districts to tho 
oast, to tho detriment of north west India where, consequently, 
intense hot weather conditions prevailed Tlio monsoon began to 
penetrate into north west India about the 12th of July and by tho 
21th had spread over practically the whole area During the rest 
of the month the current was very acti'c and there was abundant 
ram oier most of the Peninsula and north west India 

In August tho monsoon was well aboio its aiemge strength 
but the ramfill wis concentrated mto northern and central India 
at tbo etpense ol theTenmsuh This distribution w is rciersed 
m Soptembtr the PenmsuH generally reccning abundant ram 
and northern and central India less than its proper share 

The monsoon rams of tho year, though onlv 5 per cent m excess 
of the normal contrasted scry favourably with those of lOlP, which 
Were as much ns 18 per cent m d-'h-ct In the major irrigating 
pnivinces the rainfall was below nonnal onh m Smd 

A brief Btimmarv of tin* weather conditions which prevailed 
111 psch province tho extent of the rainfall and the d inand for 
irrigitioii are given in Cliapter II 

Dunne the year 1919 20, tho total area irrigated bv all claMfs 
of works in India excluding tlie areas imgatedmtlis Indian *^tatcs 
amo into I to over 2^ million acn s or 3 million acres ni ire than m 
the jnvious viar Towards this ana l^iductno WnrVjconfrib 
iit.d 18 870 2^1 arns, rrotective Verbs 717,377 acres and Jfiaor 
VorVs 5 j 1,2 »3 aerva 

The f ’1 >wing tal le con-patr* the area irriptcd It G-it 
e-nment works cacbd iglndan Sates danag iL* v^ar tud r 


Character 
of the 
moDSOom 


Total srra 
Inl gated 


Cos^rboa 
vltb ihe 
rtjalM cl 
rrrrloSf 

tr*earjan. 



o 


Tc^w With tho a\crago area so imgated during the proMotis 
triennium — 



year 


Areas The area irrigated hy Productive "Works was greatest in the 

and returns ^idhon acres were recorded, last years 

realized by figuTo being exceeded bv more than a million acres The Madras 
Productive Presidency came next witn an area of nearly 3J million acres 
Works while m the United Provinces and Sind the area irrigated by Tro 
ductive Canals amounted to 3 and million acres, respectnely 
Bihar and Orissa contributed 847,000 acres, the North "U est Fron 
^ tier Province 367,000 acres, and Burma 317,000 acres 

me total captal outlay, irect ond maiiect. to tie end ot the 
year 1919 20 on Product.™ Imgahon llorks, erolndmg navea 
tion rrorks but melodiugespeuditore meurred on iirigat.nn norU 

nndercoiistruction.amonntedtonittleoTerBs d 830 lakhs The 
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gr033 revenue for the jeat amounted to Rg 810 lakhs and the 
working cTpenseg to Rg 212 lakhs The net revenue was therefore 
Rs 508 lakhs which represents a return of 9| per cent on the 
total capital outlay 

Of the several provinces the return on capital outlay was 
highest in the Punjab where the canals yielded li 44 per cent 
In iladras including schemes which have pro\edunremuneratHo, 
the percentage o! return ^as 10 75, while m the United Provinces 
a return of 10 2 j per cent uas realized 

The total area irrigated by the thirt) eight Protective Works PfoteedTe 
in operation durmg the year under review amounted to 717,400 
acres In the United Provinces where works of this class ha'o 
been in operation longer than in the other provmccs, the area 
irrigated was 229 300 acres The Central Pro% mces came next 
with 150 100 acres Protective Works irrigated 131,700 acres m 
the Deccan and Gujrat, 108 500 acres m the Madras Presidency 
and 91,700 acres in Bihar and Orissa 

The total capital outlaj to the end of the year under renew 
on rrote;,ti\c Irrigation ^\oxk3 amounted to 1,112 lakhs The 
net rc^^,nuc for the jear ^ as o\er four lakhs, which is equivalent 
to 0 3" per cent on the total capital outlay This low return is 
partly due to the fact that the capital account is at present inllatcd 
M expenditure on works under construction which Ila^c not yet 
commenced to cam rc\enuc The net rc\cnue earned was how 
e>cr double tliatof the prcMous}car 

The minor works arc for purposes of accounting sub dj\ndod Minor 
into three classes ns described below — Works 

Chss I — T1 orZa for Capital anij itcrenue iccounts 

cr^lcjt — These arc works the csliipated capital cost 
<[ SNhich cxcccls Rs 50000 and the rc\enuQ from 
s Inch is cxjKctcd to co^e^ the total working expea 
ars 

Claii JI'~Worls for trXicA tmlj Perenue wfccojnTj art 
Irp' — These arc generally works costing leas than 
Rs 50,000 

Class HI — ITcfZr for vJiKh neither Capn-al nor Perenus 
^rrot/rti are Xejrf— The works of this class consist 
nun R of eiiull tanks and Crid «tnbankine''t3 or small 
dfatna~o schemes to prevent de*enoratio3 of Ued or 
to eflix-t improscments of Ujd with a view to render 
I g It £l for rul ivatioa. 


tiPUD 



i 


One liunjrcd and twcnl} Itro minor n-orVi of tlic first clafB 
described above were in operation at tbc close of the }cir 1919 
one luindred and fifteen bcin;; irripation works and seven nnviga 
lion works, the area irnpntcil bj the former amoiiritinp to 2,005 OCC 
acres The total capital outia} on irnpalion works of this cla«s at 
the close of the jear was Its IIGJ laklw, and the net revenue 
amounted to near!) Its 10 lakhs, representing a return of 8 9 
j'cr cent on capital On the scacn purcl> navigation works, the 
total caiiital outlaj at the cud of 1919 20 amounted to 2121 lakhs 

fTi , i » i^f /!> •Jills 


I 
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percent on a total capital ontli) of Rs CSSMaklis llie total area 
irrigated by minor works of all claws aniountid to 8 551 ,"00 acres, 
or two sevenths of tbo whole area irrigated during the jear b) Gov* 
Comparison emment canals 
ol total 

”rea^tth ^ comparison of tlic acreage of crops matured during 1919 20 

the area ^3 means of Government irrigation svstems with iho total area 
Irrigated under cultivation in the several provinces is given below — 


llIDgtl 

nihat *nd Oilsas 

United Fiovineu of Agra and Oudh 

AJmet Mrtwara 

runjab 

North VTcatTroatIcrria>laca 

etnd 

SombajrDcccas 

Central FtotIdcci (excUdlng Bciar) 

Jladrai •• ,, 

Balnchlstan •• 

Tota 


”5 WO 000 
34 eS9 000 
zseooo 
SS 901 000 
S 079 000 
4 3B1000 
23 SOT 000 
10930000 
S821DOOO 
217 000 


211,009 000 


irrigilaO 


949 000 
3 49*000 
*7 000 
9SUOOO 
307 000 
3 4S2 000 
401000 
3*0000 
7699 000 
•0 000 


S 3 a 
X 3 7 
79 3 


CaplUlMat 


valu* of . 
not* ralMil 


23149000 I 


It wall be seen that 13 per cent of the cropped area was irri 
gated by Government imgation works, and that the estimated 
Nalucoi thecropsso irrigated amounted to nearly 21 times the total 
capital expended on the works 
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CHAPTCR U. 

Progress o! Irrigation in the various Proinccs and 
Administraitons, 

5L\DR.\S, 

The seasons were extremety tax ouraUc as the rainfall was both Character 
ttmclj and adequate for ngricullural operations. There was con- of the 
pcqiientl) a large incrca«c m the areas cultixated and a correspond- 
log unproxement m revenue. 

T’ * ‘ ‘ “ - - • 1- ■, Results In 

... • : 1918 - 1920 . 

j>.«. ivo^nuiita L>> aiinasscsot uorKS, nut tnc nulk. of It 

wa3duetolhemmortanL‘<.of which thcrcarc no ]c.<(s than 37.000m 
thePfCsidency, which irngatcd 011,687 acres more than in 1918 19. 

During the j car under review, progress was continued on the 
Toludur reservoir and itopad reservoir pto)ects. The (ormcr pro- progress 
jeet has been designed to utiUrc the flood water of the Vcllar rn or, ilurlng 
.«ii u. .. t I . , 1919-20, 


a road crossing of the Vcllar at tho site of tfie weir which diverts 
the water into eh** At. a-.~« — .. i . _ . 

tion be " • • • 

miles of 

In spite ot Labour troubles satisfactory progress was made upon the 
work. 


feet < '• 

branc o o o - 

miles, the reservoir being formed by an earthen dam more than 
a mile long and 70 feet high at its highest point The construction 
of the dam and the excavation of most of the branch channels and 
distributanes were practically completed durmg the year and it la 
expected that the project wiU come mto operation m 1920 21. 

No new projects, other than those mentioned la last year’s Prolects, 
review, were under consideration. 

C 
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BOMBAY. 


(a) Deccan and Qujrat. 

The rainfall was up to the average, liut «as badl^ di^trihulcd Character 
in parts of the rrcsidoncy On the xrkolc, liotso cr, the ‘monsoon jJ*”* 
of 1919 20 maj be clasacd as good 

The area irrigated bv canals of all classes was 401 ,400 acres, ns Hesults In 
compared with3I3,202acrcalnst5ear The area irrigated by Pro 1S19"1820. 
tectivcMorks continues to expand, it svas C3 020 acres in 1910 17, 

69,970 in 1917 18, 122 013 acres m 1018 19 and 131 090 acres 
m the year under renew A \crs large further increase will take " 
phcc in the area irrigated by work* of this class when the great 
projects now being constructed m the Deccan arc brought to com- 
pletion 

The more important works in progress during the year were the Works Jn 
ravara Canals Project and the Kira Bight Bank Canal Project progress 
ho former consists primarily of a storage reservoir with a capacity during 1919» 
f nearly 13 000 million cubic feet, a pick up weir and some 81 miles 
[ mam canals, with a connected distnbutarv system The dam, 
htch 13 eventually to be 270 feet higb has already been raised to the 
}0 feet level and the water impounded by the unCmslicd work is 
ow being utilired for irrigation . it is anticipated that the whole 

1 1. r t 1 t.Tv ,p ,,s 


No new projects were under examination dunng the year Projects 

(h) SlKD. 

The inundation of 1919, though late, was very steady and the Character 
harif crops did well The Indus fell very suddenly after the 10th of the 
leptember , otherwise the ra&i area would have been much larger seasons 
!he raht crops were also damaged considerably by a severe frost m 
i'ebruary. 

The total area irrigated by all classes of works m Smd was Results la 
,482,285 acres, an improvement of 855,246 acres over that of the 4818 20, 
irevious year when the mundation from the Indus faded. 



8 


Projects 


Two miall projccU, for tlic remodcllin'’ of tlic Scliar Canal arl 
for the construction o! n head regulator to the Itaplnr CaQa^ wer* 
Banctionod during the jear under rcMew I’rojocU were und*' 
consideration for the remodelling of the I ower Dad and part of tie 
Jlithrao Canals and for the construction of a head regulator to tl' 
Tulch Canal The preparation of the great SuVkur Barrage arl 
Canals project was practically completed dunng the year, with a a icw 
to its being submitted for sanction carl) m lOiO 21 . 
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IMTKl) ITOMNCLS 

*r(Tc on the nl olr of n nnriiiiil <*1 nnclcr April N«ture of 
, l»ui the t^in I ppt in a! out tliccn I tif that inontli leaioni 
111 the break of tbc tnnnvmn in the fir.! weekof Jtilr 
icticallj no rain in Apnl and but little in Ma} and 
! was n etronf* demand for ttatcr until the nina broke 
rainfall bepan earls m Julv nn 1 contintie<l till the cn J 
eek of September, orhen it cea«ed Halt cropa 
in Pome ca«ea svitbmit the ntd of canal w ntcr, os there 
moisture m the soil 

area imeale<l bs nil clashes of ran »1< in the sear Results In 
I was 3 I'll C5S acres as coiii| ared with 3 C77 914 
10 and 3 318 ' 10 neres tbc ascrage of the pr cedm? 
p compared srith the prcsious jear, nhen there ssaa 
I demand, tbc ] roductnc and imnot works sheSTcd 
^ 429 and 3G 333 acres rcapectiscls^ but there ss os an 
|23 acres in the area im^ateil b> protcctise works 
jhejear IC 133 imluofchani c’ssserc mopcrafion m 


bction of the permanent Iieadworks fer the Cangos Works 
pir was practically completed dunng the }car, oul) 
jtouebes to the superstructure of the head bridge jg|^|o 
I done Tlie wetr was completed and firmly tied 
Uifl on the left flank The nesv boadssorks will 
Icontrol of the riser, which was lacking with the 
pgements presiously m force and, in addition to 
the tfliciency of the whole canal system, the work 
neld a direct return of about 7 per cent on the 


1 outlay of Its 34 lakhs 

L Sarda Eichha Feeder, which was recently sane Works in 
cretary of State, was commenced during the year Propess 
f superintendence was formed for the purpose and 
•vey work svas pushed on , it is hoped that actual 
I begin in 1920-21 and that the feeder will be 
[years The work is designed to irrigate 315 000 
Ig estimated at Rs 201 lakhs IVork was con 
ho weir, the Eajpur feeder, the Rarwar lake and 
atkara, Jaiwanti and Raipura tanks 


|ecfs, beyond those mentioned la last year’s Projects 
IT consideration 
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IMTI'D I'llOMNCLS 

Tie 8ca«o*n wrrr on ml olr of n norm*! <“1 irictcr April Nilure of 
ras fairly cool bui the wc«t wn Iwt tn al»ont theen J < f thit month •*‘® 
icd lasU^ until the hreik of tl emonMion in ihefr'l week of Jtilr 
Hicre Was pncticallj no rum in \pnl «n<I hut little in Mn> nml 
fune 60 there wa«ai«trfin;jdcmsnifof witcftinlil the runs broke 
3ood general rainfall began carH in Jul\ nn I continue*! till the on I 
if the Cr*t week of September wlicn it cca«ed Halt crops 
roulcj be pown in Pome ca^es without the nid of canal ualcr, ns there 
iras tulTicicDt moisture in the hmI 

The total area imcite<l by nil cla««es of canals in the sear Remits In 
under resiew was 3 I'll CSS acres ns compartal wntfi 3 C77 911 
acres in 1918 10 nnd 3 318 1*10 ncres the nacrage of the irccdiiii 
tnennmm As compared with the preaioua jear, when there was 
an exceptional demand the pro<luctiac and minor works shewed 
decreases of 20S 429 an * ' • • ••' 

increase of 18 028 acrc.s 
At the end of the j ear 
the p oaince. 

The construction of the pcrmancnl hcadworks fer the Ganges Works 
Canal at Ilardwar was practically completed during the j car, only 
a few finishing touches to the eupcrstructurc of the head br*tlscj9i5.20 
teaiaimog to be done The weir was completed and firmly tied 
into the high cbff on the left flank The new hoadnorks will 
afford complete control of the riser which wras lacking with the 
temporary arrangements preMOUsly m force and in oddition to 
greatly increasing the cfllcicncy of the whole canal system the work 
13 expected to yield a direct return of about 7 percent on the 
estimated capital outlay of Bs 34 lakhs 

Work on the Sarda Kichha Feeder, which was recently sane Works In 


tmuid on"tio"^o weir, the Kajpur feeder, the Barwar lake and 
canal and the Bhatkara, Jaiwanti andBaipura tanks. 

Ko new projects, beyond those mentioned m last year’s Projects, 
review, were under consideration 

63PWD ^ 
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PUNJAB 

Xte cliicatj': conditjocs dunrR tfcc ycir were faroaraUe ioNatofeof 
loiltnrc. Dunnj; ApnJ and Mar hernrr min thm w u^ua! fell icisoni. 
I'C fonth wc«t Punjab, tboufb the fall was Iwlotr normal o\er 
plajM of the re^t of the pronnee. A larpc area wa«, howcaer, 
n mtbont the aid of canal water June tias pncficallv rninlcaa 
hr the end of the feennd week m Jiih the monsoon began to 
nt it«clf and Icfo'c the end of Ihrt month had rpread oacr 
cticallr the whole of the proamcc It cca«c<l on the 5th Fep* 
ihcr The nl^'cnee of ram dunng tin real of that montli, and 
mg October aid ^o^ombcr crcatc<l an intense demand for 
al water and the pr<atcr jiart of the area winch had lieen sown 
boat It was I muglit und'r imgation During the rohi serson 
rainfall in December was considofablr above the average and 
re Was timely and helpful precipitation from January to 

xh. 


The total area irrigated bi nil classes of canals in the year under FtesaKs In 
lew was 10450,7(0 ecna, the largcvt area on record, showing 18f9*20» 
erj sati factor) increase on the 0,01J,379 acres imgatwl m 
8 19 Of this arci GJJ.OOO acres were inigateil from chaoDcIs, 
fh, although drawing their supplies from British Cnnal«, lie 
3ll) in Indian States whiloO 83">,000 acres were ohtainwl from 
ti'h channels, the latter figure being 1,120 000 acres in ndvanca 
the area of the previous year At the end of the } car 19,001 
es of channels were in operation in the province "* 


The leplecemont of the .hutlcre on the weir »t IteeuI, nt the Work> 
dotth. Lower Jheliim Cennl. bj « permanent masonry feat. 
which reference <vas made m last jear p review, was completed jgj9.2o. 
•J!>g the vear. but some work ttfill remains to bo done on the 
modelling of the head regulator The raising of the w ur at Khanki, 
the head of the Lower Chenab Canal, was also fmjshed 

Tha 11! f Tmver Jhelum Canal and its di‘tribu Worksin 

les was'?ootfi‘’durmg the J-'-; 

owing ,0 „.e scarcity £ «tm| 

>rk has not yet been co-nmenc^ on t P ^ 

*ne> gates on the Khanki sluices out t f 
'tings and steel avork is m progress. 

j fhe working of the thirteen tube 
The experience shows that the) do not fulfil 

11 s m operation the discharges hoped for and the 

rectations , the) do not fc 
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Projects 


jriigatiQn lias to ha cooatantly helpetl 

A\atcr A complete rtfort on thtir ^^orkJn;J is now on' 
paration 

honett irojcci* beyond tlici^e racntionwl in last ) car i 

nrc imdcr consideration, but an lOMstigation of the Jumr 
\MtIi a Mew to ascertaining wiictLcr suitable rc«cr\oir sites 
itj IS about to be coDitncoccd. 



PUN’JAQ 
SKLTCH MAP or 



^ £3h^>irfl dtm 




m r.M\ 


The wa» m tt w } ’<• iinfstfvifil V fif ini.^ii^n Chiritiff 

1 Blitoi The ninfn'I I I « mrm^l in t!** 
fliila \anrtlin nn I Mtmr'an «]sle in the **hnTl>o 

. tnc* it wa? not ( nlr dr^'n-Kni I it \rn unraenir 
he Mint u (li'tnrt cxjvrnenrr”! i}»e j»r>orf»t rainfall nv rr frconle*! in 
• In KvauV«r the riinfnll waa uplotJ enaer^fc I ut am l>t li> 

'tnbuted, the rafU ml late rain* f*o*h lein^ imiiBlncnl Tho 
'■*■ sjpphe^ jn the naer* n«‘e^*»tat«'l t!»* rnf >rr'*'nnt of n ri?:i I 
■'Icm of roUtinnal vat nns an ! in the cifcum*tan c*, the area 
i)t.aiced araa a \crj eati*factor\ one 

2 The total area imjaiM m injnoft |,^ ^arU of all cli««ri neiuUjlo 
as C39 230 acre* aa rtinparo^l «ith arm in 1918 19 1919-20 

he area on the ^ e I tanil whieh ona oj»ene<l for irrigation in 
318 19 incrca*tal from 3T acrca to CO itjOnrrt a 817, 1 >1 ncrea 
ere protected 1 a tiiil anhniente an nd Iition ilunnjl the Tear of 
I S77 acres There araa a slight fOlmg ofl in tho rcccipta from 
svigation theproas rcNcnuc from tl la aouroctotallin^ Hs f^Ol 1>9 
laramstUs ti ^7 WO in the prcaioua jear Tina ilocrcaae occur 

cntirelj ontheTvnntc Canal owing j rolrnbl^ tothc ahortncaa 
[ the ncc crop an 1 to its being etortal m ctpcctation of a ri»c in 
n-e 


The Moieinci Ilc*crNoir on the Tegn Sitting N'lugation Canil works 
sme into full o ention for the first time during the leir under complelefl. 
niew Its object being to store witer during the rain* m omer to 
tamtam the sunph in the canil during the dra 
timd pos«iblc to keep the caml at a much higher lea el thin before 
nl throughout the dry season it mi niaigablo for arge oi 
ithout mtcrriiplion , , , 

Work on tho koUCrnnl conhnuol but iho t.rno ovaMo Worktjn 
tr construction was consnlerablj aljase 

iatiOR been orenod tor .rr.gat.on met ol tho '“B» 
oweaer been completed Satufactorj progre 

ho k andoon Io1an'’d ^tle'^n Vbo 

rravaddy A cTuin- cmbinkmcnt referred to ,n 

raining and extension of the sctircity of 

wt } ear’s report but progress was slow h . 

bcujC made of several projects projects, 
Prebmmary m* estigations however, be of the first 

or irrigation ^rpf « none « ^ Mesopotamia baling been 

nagnitude The two ininiovements to waterways are 

returned a number of projec amoanting to over Rs, 9 laUiS, 
being taken up Fo^if *j,o main object in view being to 

ba%e already been „„atetoiIyaungm7®»°'^®=^““‘ 

shorten and improve the s 
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niHAi: AND OHI'n**!. 

He tnon*r»oa nf 11*1? pm^ratlr fntonn!’'’ t!e r'vitifiH 
UiSgwell di5tnbt3tc<3, tlml f&llinp in an 1 OctoWr Ik-ihs 

cf ccs^dcrable bcnrfji to tbe roil rmp< TIktc w^*, hotrr^cr, o 
Iitb c{ Winter ram in part« of Tirhut an*! a few other tli'tncti. 


The total area im~a 1 r<l In all cK<<e< of worbi wae 011,021 
ires as compared with 0'‘2/*01 acres in the pre^nus jrar an 1 with 
^^0,607 acres, the aicrage for the tncnnium ending in 1918 19. 


The purveys in connection with the investigation of rc«cfaoir 
rites on the Buiana and other nacra in the ralamau district were 
continued A preliminary examination of some of the tributaries 
of the Soac was al«o made, with ft anew to supplementing the acatcr 
mthatnver at limes of low supply. The project for the propos 
extension of the Tnbcni Canal was completed , up to tho present 
this canal has not fuIOUed expectations, the maximum 
from it being only about 90,000 acres, as compared with 1 1 i.wu 
icrea onginally intended , it is hoped thot the extension 
posed wiU, if found feasible, unproaethc financial prospects ot th© 
▼ork to some extent at least. A detailed sun ey of tho tanU 
proposed at Khuntam Singhbhum was also earned out. 


18 


C‘-irac1«r 
et the 
leasoni. 


nnuKslR 

} 01 {>- 20 . 


Projeets. 




BIHAR & ORISSA 
SKETCH MAP OF CANALS. 

Scele ~ t inch » 64 miles. 


RtftPtHCtS 

Prttixttat 

— — • 

ea<«»in^ *•««(<.>•—••• 

Ar«« ..... '' 

O'stnel boundtf«’jr.>>.> 




CEMR.VL PROVINCES. 

The monsoon was gcncrallj farouralilc, with rainfall somO' Character ot 
*aat in csccss of normal The break which occurred m the the seasons, 
rsstern districts m Jnlj was fortunatclj short, os was also the 
eecond and fairly general, break m September The cold weather 
nms were also up to the a^crage 

The total area irrigated by all cla<^c3 of works was 325, C51 Results In 
‘cres as compared with 329 393 acres in 1918 19 and 203,181 1919-20 
*fre9 the average of the prc\ lous tncnumm These figures ore 
wtislactorj as shoumg that, owing to the introduction 
w the lease eystem of irrigation, the large increase of area rcalired 
in thedrought of 1918-19 la likely to be niaintatncd and, e\entually’, 
considerably exceeded. 

The most important works tn progress during the year were Works In 
he second of the twin resen oirs which form the heailworks of the progress ^ 
Tandula Canal, and the MaramailU Reservoir, an adjunct of thej"j,"8 
iiahanadi Canal which is intended to supplement the supplies of 
the Mahanadi River v hen the latter falls low Tie final closure of 
the second Tandula Re«ervoir was successfully completed and the 
UUtial closure of the hlaramsilh Reservoir was also effected Very 
great difficulty has been met with in the latter m prosnding lor the 
ultimate disposal of the waste water, as sohd rock is nowhere 
available and extensu e masonry works will be required Good 
progress was also made on the Panat Tank m the Jubbulpote 
district 

Considerable progress has been made in the preparation of projects, 
projects of which G3 are under investigation. The Kharung Tank 
*cheme, for the irng<*tion of 97,000 acres m the Bilaspim distnct. 
at a cost of Rs 69 lakhs, was forwarded to the Secretary of State lor 
*anctiou. Rock boring operations were m progress to test the site 
for the proposed masonry dam on the Hasdeo Rivet m Bi aspur 
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NORTH m:5T: frontier province 

The rainfall during the year was plentiful, being about thirty- 
fiveper cent above normal The monsoon broke towards the end 
of July and continued until September Timely ram fell m 
December and there waa further ram at intervals until the second 
half of llarch The heavy and continuous precipitation m August 
damaged the cotton crops w low lying areas 

The total area irrigated by all classes of works was 307,000 
acres, which is 28,000 acres more than was irrigated last year 
There was a keen demand for water at the beginning of the cold 
Weather, owing to cessation of the ram during the prmcipal months 
of sowing 

No new projects were under investigation during the year. 


a ji. 


Character o 
the season] 


Results Id 
1919*1930. 


Projects. 



ovince 

OF CANALS'. 
=^Z miles 




Slatements showing the Financial 
Results of Irrigation Works 
for and up to end of 
1919 = 20 . 





STATEMENT 
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STATEMENT 
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STATEMENT 
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Financial resulit of Prolcctnc Irrigation oris 
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KO II. 

IRRIGATION WORKS 
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STATEMENT 

MINOR WORKS AND NAMOATION FOR MinCH 


Financial resists of Minor TForE? and Navigation 
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0. III. 

)th capital and revenue accounts are kept. 

India for, and up to the end ofy 1919-1920. 
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ne^v capital Nor must the possibilify of attracting foreign capital 
be loTgoUcu These arc \cry lubstauiial advantages lu a country 
the de^elopment of ivliich in every direction is retarded by insuffi 
ciency of capital 

45 Another sphere in uliicli industrial development vnll 
generaUy favopirablo results Js 
meiit of labour that of cmplojmcnt of labour i/abour in 
India presents some paradoxical aspects In many parts of the 
country it is stiU true, as noted by the Indian Famme Commission iif 
1880 that “ the numbers who have no other craplojmeut than agrl 
culture are greatly m excess of what is really required for the 
thorough cultivation of. the land ” To this extent there is a clear 
waste of man power, and vve should expect to find a surplus popula- 
tion seeking cmplojmcnt And to some degree this expectation 13 
realised- There are certain areas notably Madras and Bihar, from 
which large numbers emigrate to centres of cmplojmcnt whether 
within or without India And yet the general complaint of Indian 
mdustrialista is of a labour supplj bircly sufficient for their needs, 
while a surplus population still icmains on the land The csplenB 
tion of this economic pirulox iiiaj be found in two sets of condi 
tions one artificial the othei intural The dcvdopmuit of industries 
has been confined to a few ccntic% in India and the Jiousing facilities 
for the labouriug classes in those centres have not kept pace with 
the needs of the population lu the cotton mill industry the 
difficultj of obtaining labour both iii Bomhaj and Ahmedahad may 
he attributed largely to lack of housing accommodation and of favour 
able social conditions In the coal industiy of Bengal the made 
quaey of the labour supplj could also be remedied by hettei housing 
accommodation These conditions discourage the inflow of labour to 
industrial centres and account partly for the fact that considerable 
numbers of Indian labourers prefti emigrating from India to taking 
work m the country These artifcial impediments to a free supply 
of labour are obviously such as can be removed and in more than 
one place the necessary remedies are being applied Difficulties of 
labour supply therefore due to such causes cannot he itgarded as 
more than temporaiy But there are other factors founded m the 
nature of the population which lend at present to limit the supply 
of industiial labour T1 cse arc the conservatism of the agricultural 
classes then intense attachment to then own homes and the tradi 
tional village life and their dislike of regular hours of work and 
mdi^tnal conditions geaerallv Ve do not however think that these 
tendencies will long resist the powerful forces working m the other 
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direction The present obstades therefore -which stand between the 
surplus agricultural poptdation and jndnstnal employment app^ 
to us to be due to causes of steadily dimmishing effectiv^ess We 
behe\e that an adcq.uate supply of labour for industrial develop 
ment will be forthcoming, and tlmt this flow of labour from villages 
into industries, resulting in a more economic employment of the 
labour supply of the country, must increase the country's wealth 

46 The more economic employment of labour leads to an 

increase in the output of national wealth, 
aoreaso m wages enables a higher remuneration to 

be gi\ cn to labour The real Avage of the industrial labourer is, as 
wc should naturally have expected far higher than that of the 
agricultural labourer, and the extension of industries will mean 
that a growing proportion of the population will enjoy increased 
resources The good wages earned in industries will also haAe some 
effect on economic conditions m the villages It is found for 
instance m those parts of the country from which industrial labour 
IS dratvn that while some members of a family go to work in the 
factories nnd others stay m the village, the family as a -whole 
retains its connection with the village, and a considerable part of 
the wages earned in the factories goes to improve the economic 
condition of the famJy m the village In somo areas also it may be 
anticipated that agricultural wages will rise as a result of anj con 
siderable extension of industries They will certainly rise in eym 
pathy with industrial wages in districts adjoining industrial centres, 
and in districts where paucity of labour exists already the new 
demand for labour created by industries will tend to raise agn 
cultural wages 

47 Many of our witnesses hart, asserted that industrial 

t-ffect of induatnai Cere- development wiU solve the problem of 
(.) <.BticuIlo™l poverty and pr<m* a remedy 

t ons for the periodical scourge of famine Wo 

have explained above that fhc wages earned in industries -mil 
have some effect on economic conditions in the villages, and this 
will endow the people with greater staying power Any increase 
la wealth will have this effect, and noticeable as it is in the Bombay 
fti^ridrs, w’nerc Ync ii&6ftion* weaffn is derived from industries 
It IS also noticeable la the Punjab, where the source of the increased 
■acalth has beep oBncpIlnro Wo hasc also indicated the probable 
ciToct ot mdiislrics m ilrawjjig surplus population from the land 
But here again vre must not be imdcrElood to oltribule to this faolM 
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ouy overwheliBing importnnec We need only pomt out tlmt nccord- 
ina ft) the census figures for 1911 the numhor of persons returned 
under the heading of ordinary cuUwators, fara ser%ant8 and field 
labourers aud growers of special products was 210 million, of whom 
46 per cent , or some 96 million> ‘were actual worhers, whereas those 
employed m large mdustnnl establishments m India in 1919 were 
on the a^erage only 1,367,000 We may take it therefore that the 
industrial workers are equualent to not much more than 1 per cent 
of the agricultural workers E\cn if the development of industries 
in the near future is ^ cry rapid, the population withdrawn from, the 
land will be hut a small proportion 

48 The general causes we have indicated above will piovide the 
agriculturist lU certain areas with increased resources and thus help 
him m his fight against famine But industrial development cannot 
in any more direct way mitigate the effects of famine or to speak 
more accurately, of a failure of the rains It has to be remembered 
that a widespread failure of the rams is an economic disaster which 
reduces the output of wealth of the nation The general purchasing 
power 18 therefore reduced , and owing to the risf m the price of 
gram it is mainly concentrated on ttie purchase of food It follows 
that at such a time the demand for the products of industries is 
diminished It can therefore be understood how vain is the hope 
that the agricultural labour tbrown out of work by a failure of the 
rams will find employment m industries, and that industries can be 
used as famine relief works It is more probable that at such a time 
industries would be forced to consider the necessity of dispensing 
With gome of the labour normally employed than thit they would 
be able to take on additional labour And m any case the bulk of the 
agricultural labour available would not be suitable for immediate 
employment in factories Cottage uidustcies too are at such times 
of little support and indeed it is usually found that the haudloom 
weavers are among the first to need assistance in days of famine It 
IS necessary therefore to recognise that industrial development alone 
Will not solve the problem of famine The real remedy foi famines 
lies in the development of irrigation and the extension of scientific 
methods of agriculture, to which industrial development by raising 
the general economic level of the country la only supplementary 
49 A secondaiy though very important result of the wealth 
M by mdntoes wiU be its effect on 

the public revenues India stands at the 
threshold possibly of great developments, but m whatever direc- 
tion she essays a step m advance, whether it be m politics, ip 
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cdnc'vtion in sanitation, in agricuUnre, she ptogre-^s impeded 
bj want of funds Now so far as mdustnal de% elopmeat increases 
*he national wealth, it iviU of conrse aUo increase tbe taxable 
igsoiirces of tbe coiintrv and bring increased reienue to the State 
But industrial development aNo produces wtaltU m a form in wbicb 
it 33 likeli to Meld A relatiaelj iiiph revenue Agricultural wealth is 
tusable onli tbrougli the land reienne wbitb expands but slovrlr 
The profits of industries on tbe other hand nte taxed mainly through 
the income tax and also after distribution to individuals contribute 
largely to the customs and both these aie rouiccs of revenue nhich 
respond immediateh to incrcasid wealth It therefore seems reason 
able to suppovo that imlnstridl dcvclopintut will exeicise a favour 
able mfluence on the public revenues 

^jO Fnmlh one of the most important results that ma> be antici 
(u») CO tbo onai patcd from a development of mdu-stnei 

• Vsiraev r in India is one that cannot be •mfasnit4 

m terms of monoj A lountrv industrioU) undeveloped tends 
to suffer from a certain mtellectnal deadness Tbe outlets for 
diveraitj of t dent are f<\\ Tb«st ubo might have slione m a wider 
sphere h ivo heir eiierj'ies and ambitions crimped m the mould of 
uiufoimitj It IS hardh too much to snj that a ccrlam measure 
of industrial life and opp<irtuQitj is on csscntnl condition for 
huildmg up d vigorous national chancier And with recard to 
India the effect on the nntionol clnnctor is libdj to he particularly 
marked and partieuhrH heijcfici'ii It has long been felt that 
education in India has not been producing a tj*pi, of mind with o 
sufficiently practical giasp of affairs and industrial training is 
calculated to provide the correetne required 


51 So far wo have considered the ndvsntages which industries 
are Uidj to br.ns to India We do not 
▼eippiaoBi ’ni Tsjnco tic howcvcr, wisJi to inmimisc anj possible 
foodsttppij- disadvantages And here wc roaj refer to 

the V lew that u ns put before vrabj severdwilnenses, that indnstrnl 
development might he dingcrous to agriculture To them the 
future of Imln presented itself mainlj as a problem of securing 
a sufficient fof) 1 fiupplj for its enoonotw population Thev argued 
that anj artificial development of industries would attract 
population fronv the land to the towns and that the population 
Tcmiming on the land would as a consequence of its reduced 
numbers prodnec less food just at a time when the development 
of mdustrics would Ic tending apart from the transfer of 
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population from agriculture to industries, to create an increase 
m the demand foi foodstuffs Tins argument, it seems to us, 
rests on U\o unjustifinlilc assumptions In the first place, it w 
assumed that the ti msfoi of population from agriculture to 
industries mil he hrge in relation to the total agricultural popu 
lation We ln\e alrcidj stated that ue helieie on the contrary 
it must he small In the Rccoiicl place it is assumed that a 
diminished population on the land must moan a diminished 
production 13ut this is ecrtaml> not the case uhen as no belicie, 
the agricultural population is m manj places in excess of what is 
reallj required for the thoiough cultisation of the land Nor 
again is it fair to assume that Indian agiiciiltiirc must icmain for 
e\ er in a primitn c stage and that larger > ichls u ill not he obtained 
with less labour than at present We consider therefore that the 
anticipated danger to the food supplies of India arising from the 
duersion of labour from agricultmc to industries is unreal 

52 Industriali'.itiott uill hoimcr bring aou and real proh 

_ , lems, arising fiom the aggregation of 

FoMible con#e<lu«ne9a of , . , , » .1 ii 

ee^roeatlona of popuktion in population m large towns and these will 
iniohc new expenditure The adminis 
train e control of a population of 100 OOO m a town is a more 
elaborate and expensive business than the control of the same 
numbers scattered through a countryside Law and order arc 
presets ed less easil> , the neglect of sanitary rules brings a sex erer 
penalty the necessity for education is more urgent Poxerty and 
uneniploj ment may assume forms hitherto unknoxvn m India and 
ma> demand nexv machinery to cope with them These are possi 
hilities which should not be ignored But so far as they xvill 
involve additional expenditure thej may be set off against the 
additional rexenue xvliich industries wiU bring 

53 With reference to tlie kind of problems indicated above we 
Such a'^pregat on« to bo think that my factors which might mini 

diBoouraged misc exccssixe aggregations of population 

in a few areas cleserxc encouragement The older industnil nations 
have leahsod through bitlcr experience the disadvantages which 
result from these conditions and there is a mox ement now to try to 
remedy them It might be possible for India coming late into the 
field to profit by this experience and we would prefer to see so far 
as It IS economically possible industrial establishments springing up 
in towns of moderate size all oxer the country It is worth'remem 
penug that the natural feehngs and habits of the people xvill favQur 
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fiueh a tecdeney, wlneli irouW enable fhe Jafourers to laaiiitajn closer 
touch with their old Milage homes One factor which may have 
a considerable bearing on the lines of de\ elopment js the question of 
railway rates We deal with these more fully elsewhere At this 
point we would onh say that some witnesses have stated that the 
great concentration of industries at the ports is due in part to favour 
able railway rates obtainable to and from the ports We are not m 
a position to saj how far this has been a decisive factor hut we think 
it most important that the development of industries at suitable 
smaller centres throughout the countrj should not be hampered bj 
any discrimination in railway rates 

64 We have considered generally the advantages and the possi 
Conclug on disadvantages which would attach to a 

considerable development of Indian indtts 
tries We have no hesitation in holding that such a development 
would ha very much to the advantage of the country as a whole 
creating new sources of wealth encouraging the accumulation of 
capital enlarging the public reienucs providing more profitable em 
ployment for labour reducing the excessive dependence of the 
country on the unstable profits of agriculture and finally stimulating 
the national life and developing the national character 
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CHAPTER V. 

The Choice between Free Trade and Protection. 

55 The main subject on which we have been asked to report 

Th, toft pobcj t.co» ‘ht »■>«« »* “£ 

mended India This means m effect that we have 

to decide whether a policy ot free trade should be continued or 
whether industrial dei elopmcnt, the importance of which we have 
explained in the preceding chapter, should be stimulated by a 
protecti\e tariff We think it comenient to state at once the 
conclusion on this pomt at which after the most careful con 
sideration we haie arrived We recommend in the best Interests 
of India, the adoption of a policy of protection to be applied with 
discrmunation along the lines indicated in this report In this 
chapter we shall give the reasons winch h-ive led us to recommend 
the adoption of a policy of protection rather than one of free 
trade, and m the two succeeding chapters we shall explain why 
we hold that the policy of protection must be applied with discri 
imnation, and will outline the principles in accordance with which 
discrimination should in our opinion be applied 

56 We have mentioned m Chapter I the longstanding and 
Strong feeiinr in layour Insistent demand of the public for a 

of protection revision of the tariff policy, and in the 

course of our tour, durmg which Tve heard evidence at all the chief 
centres in India, we rccened abundant proof of the wide extent 
of that demand Not only the industrialists, who might be 
expected to benefit directly from a policy of protection, but 
traders and other classes of the community whose immediate 
interests might seem likely to suffer showed themselves prepondera 
tmgly in favour of protection The evidence which was placed 
before us on behalf of Indian States was also to the same effect 
^Ve found a general conviction that the interests of the country 
required a policy of protection, and in face of that a dismchpa 
tion even to consider whether the mdiyi^al would or would not 

injured ~ “ 
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57 This desire for ^ policy of protection has m many cases 
been strongly reinforced by a considers 
itscaMes. India’s past Travellers relate 

tint before the advent of Europeans Indn was a countrv of 
great wealth The riches of the courts of the Sloghals, the beaiitv 
and quality of certain of India’s mmufacttires in particular of 
licr cotton goods and the Ineratvc trade that attracted western 
adventurers to tins countrv are matters of common knowledge 
These writer^, however, Rcldom glance nt the economic conditions 
m which the great mass of the people lived Patriotic Indians 
to dav looking round ou the present condition of their countrv 
«ce tint the old fame and relative importance of India's manu 
factures have dimuiishcd whilst great masses of their countrv 
men are still poor and maur are insufileieutJy fed and clothed 
Contrasting this state of affairs with the treasures of the Aloghals 
"iid the world reputation of the Dacca mu‘>Uns and other Indian 
niaiiufactures and searching for the cause of this change 
mam think that it is to be found m the policv of free trade which 
thev believe to have been imposed on Indn not in her own interests 
but in the interests of the British manufacturers Thc^ see that 
other countries sucl as Japan have developed their manufactures 
♦o a remarkable degree under a <vi»tom of protection, and they 
believe that Indians arc fulh capable of doing the same They 
think that, if India were allowed freedom to decide her policy m 
her own interests she would regain her economic prosperity 
The feeling that this path to riehcs is barred bv m outside power, 
and the suspicion that ttiat outside power is actuated bv selCsh 
motives tend to stimulate the belief m the great results that 
would accrue from the adoption of a policj of protection All 
these ideas are further reinforced bv the new spirit of national 
pride a spirit which m all countries tends to the encouragement 
of protectionist feeling bj demanding so far as possible that the 
nation should manufacture what the nation uses 


5^! Tie protectionist feeling in India to which we hare 
• of rt^CT referred is etrcngtlicued bj a considcra 
roflotriM, t,on of thc tariff pvstems prevailing 

generallv throughout the vn rll and the rehtivclj backward con 
dition of Indian industries under a pohev of free trade 'Uith 
Ihc cxcrri.on ol tie tjmtcd Kingdom all the great indoslrial 
nations ot th» a-orld shelter their industries behind a proleetive 
irall, and claim lo oirc their prospent, tq the tariff pintection 
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whicli tlip^ cn 30 \ Tlie general Tno%cmcnt in Enropc towards 
free trade, •nliicli appeared to be setting m with tlio cnnclualon 
of the famoii'? commcrcnl treaty between Tngland and Praneo 
in 18C0 lasted onh foi a few years and was followed by a strong 
reaction nc^cr perhaps stionger than in recent 3 oars, towards 
protection In 187Q German> dcfmitclj adopted a policy of pro 
tection, from which she has neacr departed, and nndcr which she 
had made np to the outhreak of the a\ar astonishing industrial 
progress In 1881 Trance turned hoi back on the free trade tenclen 
cies winch had noaer really met with popular approaal In 1899 
Japan freed from the trammels of the treaty restrictions, utilised 
her autonomy to establish a protectiac tariff, aslnch was consider 
ably intensified m 1911 The United States indnstnallj one of 
the foremost countries in the world has had caer since the time 
of the Ci\il IVar a \erj high protcctiic tariff and at the present 
moment appears to contemplate raising it still higher The 
Untish Dominions too haic without exception utilised the right 
of framing their tariff policies m their own interests to protect 
their industries by high duties 


59 India can thus point to numerous precedents for the 
_ B j adoption of a policy of protection Paeu 

an iioBsm n»«n Fngland it may ho noted 

that her industrial foundatnns like those of all other countries 
were laid under a sjstem of high protection The Lancashire 
cotton industry in its infancy was protected by an import duty 
which according to the eaidenec of Professor Hamilton stood for 
a number of years at about C5 per cent ad valorem The English 
textile manufactures were further protected by a legal prohibi 
tion of the use of a anous competing foreign cloths It is true 
that the great industrial deaelopment took place as the result 
of the Tnechanical inventions which rea olutionised industry at 
the close of the 18th century and that the part which the tariff 
bore at this stage avas insignificant Nevertheless the fact remains 
that It was not until English industries had attained a marked 
pre eminence that the tariff was felt to be a hindrance to industrial 
deaelopment kToreoacr the mmement towards free trade was 
largely directed m its earlier stages at any rate by antagonism 
to the protection not of mdastnnl but of agricultural interests 


fn Tlio conditions ui England for three quarters of a centurj 
liaAC 1 oen nnlikc t 1 o«e m most cmuitries and paiticularly unlike 
those in Inin England s economic life depends on the export 
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o£ manufactured articles the nw matornls for which are largely 
imported The maintenance of this vital export trade is obMOudy 
likely to be fostered by a policy based on free trade principles 
In India on the contrary there is an abundant supply of raiv 
materials and a very large home marl et supplied in great part 
by foreign manufactures whilst the export of Indian manufactures 
though offering possibilities of considerable dei elopment, is 
comparatively hmall But eaen in the special conditions of 
England doubts have been frequently raised as to the wisdom of 
too rigid an ndlierence to the free trade doctiine, and since the 
a at departures from it have actuallv been made as illustrated 
by (o) the duty of 33J per cent on motor cars (which has a 
protectne effect) (&) the Safeguarding of Industries Act and 
fc) the icccnt leraoinl of the exeisc duty on sugar to encourage 
the nascent siyar beet industty 

Cl 0 do not wish Imnoior to rest tJie case for protection 
PnW 0 lent mcni <Jon on the sentiment of the Indian 

iidcred people or the example of other countries 

"Wo haao considered most carefully the economic arguments and 
UP hope to show that the policy ivluch we advocate will stand 
this crucial test But at the same time wc have set forth frnnklv 
uliat wo conceive to be the mam bases of Indian protectionist 
feeling, because, though we do not advocate the adoption of a 
tariff policy on other than the reasoned grounds which follow, ue 
feci that it is important to realise that behind our reasoned 
advocacy is a strong public sentiment and that while we shall 
treat a question of such moment t tlic future of India from the 
strictly economic point of view it has also a politic il ispect which 
IS at least worthy of notice 


G3 In considering the issue between free trade and protection 
ThepropoFtlooiof ” pecessniy in tho first place to evamine 

free tniio tbo theoretical bafils of the subject and to set 

forth what wc understand to be tho principles which are generally 
accepted by modem economic mithonties on those difiicult questions 
The old free trade doctnite of the classical economists mnv le said 


to have rc-tcd.on two projiosjtioiis It was assumed firsth, tliat the 
capilnl nncl lalioiir ol n conntrj, it Ipft uiitEllerccl lij rnij I iml cit 
OoTcrntncnl regulation or rcalnction ironltl naturally lo applictt 
to Iho^o imliistrios which wonhl n 1,1 the greatest economic return 
Tho capital ana lahonr of a eoiml.j l«lh heing I,m,t«l ro quaut.tj, 
It IS ciKlnilly of the ulmosl importance that they should ho applied 
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m the raannei which will yuUl the bcs.t economic rcaulls, and it -vraa 
held thTt the tree mterplaj of economic forces would best determine 
the duection o£ the capital and labour of O-country into those mdust 
ries in which it'has a comparative adaaiitigc o\er other couiitncSj 
The second proposition was that the best economic results both for 
the w orld as a w hole and for individual countries is ould be obtained 
bj each countn nppUiug its capital and labour to those uiduotues 
in which it had the greatest comparative adsnutage and then cx- 
cliaiigiiig the iiroducts of those mdustriM for urticlci* which it waa 
not able to iioducc so Cheaply itself This is the principle o£ the 
mternational division of labour 

63 Both these propositions ha\c a prin a facte Milidity which is 

not sciiouslj contested But thej state 

Ti e t quai fic-it ou^ tendencies and tendencies may ho 

oaeindden hj si ccul circumstances We aio thus led to an ex 
aminition o! the gcncially recognised qualiDcatious of these pro 
positions 

64 In the first place there may clearly bo cases lu which the 
free interplay of economic forces will not secure the best utilisation 
of the capital and labour lesourccs of a country In tbo compcti 
tne struggle on initial advantage may prove to be a permanent 
advantage A fully developed industry in one country iiia> be able 
under conditions of unfettered competition to hinder the develop 
ment of the same industry m another counti-y possessing equal or 
even greatci natural advantages In these circumstances the latter 
country may nevei or only aftci long delay succeed in appljing its 
labour and capital to the best advantage of which they arc capable, 
owing to the initiil difi uilties in making a start These consider 
ations were stated many years ago with admirable lucidity by John 
Stuart Mill who wiolc The superiority of one country over 
another in a hianch ot production often aiises only from having 
begun it sooner There may he no mhcient advantage on one pait 
or disadvantage on the other, but only a present superiority of 
acquired skill and experience A country which has this skill and 
experience yet to acquiic may m other respects be hettei adapted to 
the production than those which were earlier lu the field ” 

65 The argument as stated above applies primarily to par 
ticular industries which are handicapped at the start by the fompeti 
tion of fully developed rivals and could be used irrespective of the 
stage of industrial development attained by the country in which 
(lie new industry finds itself But tile aigiiment lias ieeu applied 
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ttat any worK.' r-hii.b u ay U a'lrteti will be able to cota 
pei“ cn eT(_ual ttrn.5 'vitb tstwblislitd foreim ri\ al> — and 
that E «ptU of tLt fatt tbat (bt judu-try la ijUi.»tioa 
E-iy b** One ur nUivb tl • c« utitry bas great natural ad 
xac’vrfs On tbe • tb ' Lai d. m a country which t^ 
already lar«.il> ij Ju ' ul tb*. «iliil dilltulty E\obed 
in 'Urati^ a ttw mdo ft »s li It to b* EUtb ^lighter 
f‘o" EutJi f <11..^ I- ri*|iur.d I* otf.ii from jtLoii ' .t 
pc^ipl* a/revdj actii->t« mtd to mu' ' iri ties of fattorv 
work, luoii-» ctpabl-' of cJtrjin-: on a i tw tan it of it 
Further, lu aa in lustrial comiuurut' th -•t gtli*-r jtn 
portant cl c*i’t 9 tl pro<Iuctitc I'-’Wir orgaiu'e*! ststtm-, 
of trantiwj-t and of trvtlit, wbjeh i» an airricullural 
country n.it t ■•’t! tb ris^Iv*.-, to K buiU uj> Kforc mami 
facturrs cm f«. profiially v»talli~L_d, are I're'UtnaHt 
already in existence.” 

C^> Tie prim/J fae>' altanla-ts tr-o of th“ nit*»niationil <i n. 
cf falour art subject t* n.rtaia quiltt\ati''i.' It ci-»y l» ilat in 
r^iroe circun s‘Ji w*. tl** g-n'ot -moj t of wialth unnfl k **curi-'l 
ly a d-v’ree cl tpo, sh ,t|OT tifu'’ cifl rot fc n-'irj | js eo« 

ditcn ? tn tf** pf’i^ral t t« n-^K of llu crui try In oth. r word' th* n. 
cr>* o'lj-cS of 't^jc j-ol r» di't/tit frrr* aid mntx itqvir'ant th^U 
tl'" mere ce-j’U iljr> 1 f f > c Jib cr infrj kh .tit prrdu«* tl .* great 
c*t BEojnt of Wealth bv d soti-2 its, If wfarlh to .isn-'cHure, erd 
» ^.SU.malS.n'cattrt-.-'ill.'cassr " ' ' 
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•yet faucli a one sided dc\ clopmcut, m vntuo of its eftcct on the 
national eharaetcr and institutions ini^Ut not he in the vfider lutei 
ests of the comitrj n> i whole biunluily considerations of national 
defence may set iL^itniiatL hounds to the extension of the prmcipl 
of international dnision of laboui 


67 So far we have indicated what wo take to ho tho cii 
-tacU cuiiMniiccs 111 iiliieh ccoiiomii: theory misht 
protceboms juBtifiabie justify dej iituics from the principle of 

fice exchange of commodities between nutious It is admitted that 
in all such cases rcstuctions on free excliaii^c in\ol%o some immediate 
economic loss 'Wc tuiu once moic to the ceoiiomists for then 
yeidict as to the ciicumstahces ni whieh bucli loss may justifiably bo 
incuried In the pissagc ilieidj rcfeiictl to John Stuart Mill 
says ‘ The only exse m which on meic pnuuplcs of political cco 
nomy protecting dutici cm be defensible 13 ivlien they arc imposed 
tcmponrily (espccialh in a young and using nation) in Lopes of 
Laturalisiiig a foreign industn in itself perfectly suitable 
to the ciicumstanccs of the counlij A protecting 

dutv continued for a rcisoiublc time will sometimes be the least 
incoiuemcut mode in which the nation can t ix lUclf for the suppoit 
of such an experiment ” List oxpiesscs himself more emphatically 
‘ The nation must sactificc and give up i lucisurc of matoiial pios 
perity m older to gam cultuic skill lud powers of united produc 
tion It must saciificc some present advant igcs lu older to insure to 
itself futuio ones ” There is one idci common to both writers — a 
present lo^is foi a future gam The gam we have already indicated 
We now tuin to consider avbat constitutes the loss 


68 The burden of piotcction arises fi m the increase m pnees 
Thew™ .1 

ar 8 a? ftotn lacseaaed 1 isc liic price not ouly of the imported 
P"'®® aiticle but also of the competing locally 

produced aiticle Cases arc analysed by the economists in which 
for special reasons or for tempormy periods the normal result docs 
not follow, or follows only paitially But bioadly speaking there 
IS no dispute as to the tendency of impoit duties to raise the prices 
of the articles taxed Further when import duties are placed on 
a wide range of irticlcs thtii. is i tendency for the general lead 
ff prices m the country to he raised the rise is not confined 
to lliL paiticulii articles taxed Foi “this phenomenon tlicic are 
\aiious causes In the lust pUce the import duties tend to checl 
the aolumc of imports with the icsult that i facourablc balance 
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of trade is created This f'i\oural3le balance is settled mainly by 
the import of the precious metals, and so fai as these find their 
i\ay into the turrencj, thereby jncreasing its amount, the general 
level of prices tends to rise In India this argument must be 
applied with caution, for the precioim metals when imported are 
largely used for other purposes, and eomparati' cly small quantities 
are likely to go to swell the \olume of the currency A less 
theoretical argument is that the increased cost caused by import 
duties enters generally into the cost of production of all articles 
manufactured in the country and into the cost of transportation 
Duties on cotton cloth or on sugar, foi instance, may raise the 
expenditure of the employees of an industry , to meet such 
increased expenditure higher uages arc required , higher wages 
mean higher cost of pioducliou and this lu turn means that the 
product rcquirci. to bo sold at a higher jirice Instances might 
easily be multiplied It may, we think, be tul cn is the \iew 
accepted by economists that a general iiicieasc in import duties 
tends to produce a general rise m prices in a countr%, and not 
merely a rise m the price of impoitcd articles and such locally 
produced articles as diiectly compete uith them 


C9 It IS not our intention to suggest that the burden on tlie 
araJQii djminotio® of tho Consumer arising fi om p^oleetl^ e duties w 
burden necessarily permanent On the contrary, 

if the industries to be piotected aic sclctUd with due discrimina 
tion the burden should giadually dimtnish aud escntually cease 
aUogtlhet But the process of dimmutiou is not likely to be rapid, 
or to commence immediately So long as foreign imports continue 
to enter in appreciable quantities the price of the goods must in 
general be regulated by the price of the foreign imports that it 
to say the consumer will be paying the full foreign price pius the 
import duty As the home industry dci clops m efficiency and 
reduces its cost of production there will be at first no reduction in 


prices but the dccicasc m the cost of production Will merely go to 
swell the profits of the home industry This will lead to the mote 
rapid dcNcIopinent of the homo industry and will hasten the time 
w Leu It IS able to supply the home market almost m full M foreign 
imporli (Inmillc to ■^nnll proportion'i prion ;r,n breome rooiilaled 
-more and more by internal competition, and the eonsnmer ntU tben 
besin to dcrite the benefit from the incretsed efficiency ot the local 
indnitr,, and maj m tlic end oblam the goodi at cheaply at if he 
itcrc free to import them nithout a duly If the in^ry is one 
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for Tvhiph tlio coiintrj po^'5c'?scs mnrlccd nntural ad' mtage*?, lie may 
e\en obtnn them more clicnpli 

70 We ht'c imhcttcd both the picsent loss and the future 

Appbc., ct P..™. Ram a policy Of rrotect.on ,n 

theories to Inctian eonlt genprnl be eTpected to bring Wc no'V 
come to the pnctical problem, which is to 
determine whether the circnmstnnces of India are such that n 
stimulation of her industrial dc'clopmcnt by means of protectirc 
duties will bring in the end a gam to the country as a 'thole 
greater than the immediate loss 

71 In Chapter IV we have stated onr opinion that the 
C.O...O! „an.lr.l b.=i imliistrial teclopmcnt of India lia? not 

rrsTiinesH mentored hy the been coinmcnsuratc "ith the size of tlie 
IniiKtrni Comm salon cftuntr' its popnhtmn ind its natnrnl 

roeouice'' In eonsidonng )iow these conditions can best be remedied 
't ts \ie<!e<=.sary to aUerapt to diagnose the onuses from which they have 
aiisen Tho Industrial Commission mentioned \arious factors ns 
hasiTig operated to retard industrial deiclopment for instance the 
natural conservatism of the people tho inefficiency of labour the 
absence of industrial and technical education the lack of busincs? 
enterprise the shyness of capital for new undertakings and tho want 
of proper organization for ntilising such capital os is available 

72 Some of these factors might suggest the idea that Indians 
Industr ai apt tnde in ti e « cre lacl ing m certain qualities necessary 
TMt for success in industrial pursuits and that 

therefore one of the foundations for a profitable application of 
protection namely a people fitted to make good use of it nas 
ibsent We do not think that this idea is supporlcd bj past 
ivperienco If '\e take liistoiy as a guide to the future Me sec 
that there haie been times when the manufactures of the countrj 
attained a high degree of excellence and were well laiown beyond 
ts borders the Industrial Commission explained India was at 
ine time famous ‘for the high artistic ekiU of her craftsmen,” 
and It was not until the industrial revolution of the 18th century 
that she began to fall behind m the mdu«trinl sphere and that in 
the words of the Industrial Commission “the erroneous idea that 
tropical countries with their .naturally fertile lands and trying 
climate, were suited to the production of raw materials rather than 
to manufactures ” developed Tho cotton manufactures of India 
Avhich were exported in large quantities throughout Asia and 
Europe the si lU in shipbuilding Mliich was at one time freely 
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utih^icd by tbo Fnst Indn Comp'jm tlie \rnrbin" of iron winch in 
the old (lajs Ind Incn brought to n considmblp pitch of excellence 
the manufaetnic of steel swo-il blades coniin'indin" a great roputa 
tion in foreign euimtiics the exports of silk textiles and sugar, al 
proac that Indi ms eTlubiled a natural aptitude for industrial work 
and that the piescnt aelatwc had \\ ardness in this respect should 
not be legardcd as indicating anA obstacle to a wide deaelopwent 
of industries in the future _ 

71 Further the nneaenness of deadopment to which the 
Diffmnec. in natural Industrial Commission drew attention 
aptitude diinin «i ng appears to bc duG in part to a striking 
difference in natural aptitude for industries, which can be traced 
in different communities in India For centuries the people of 
Western India haae shown a marled instinct for commerce, 
and from enmmercc thci haac moved naturally to industries so 
that at the present time they dmde with the European community 
the industrial leadership of India But the people of Bengal, 
Madras and Burma ha\c in general neglected industrial pursuits, 
and if industries ha\e established themsches wilhm their borders 
have left their do\ elopincnt to others It would take ns beyond our 
proMUOe la attempt to trace these tendencies to their origin, 
whether it mas he f niid in i feitile sod providiiie a hiolilioocl in 
retiiin for little laliour or m a social svsjcm winch exalts the less 
material side of life m economic conditions which produce a class 
of middlemen li\ug pn isitiedlj n the piofits of the land or in 
historical traditions winch attract the most enterprising classes to 
administration "VNlinteser the causes of this neglect in the past, 
we foci that in mnn> puts of the country a change has come over 
the spirit of the people and that what is Inching now is more often 
the opportnnitj than the will Wo think therefore, that bo far 
ns the e mparntiseh sToa deaelopment of industries m Indm has 
been duo to lael of natural nptitii Ic or interest this factor will 
become progressively of less importance and that a time has come 
when India is prepared to tal e advantage of any stimulus applied 
to her industries 

71 The question which we have to determine is whether the 
Tada.uuid?s«io^mont mclnstrial clevelopmcnt at which wo aim 
antrM to bo Hi mnUtM t-r can Ic fittnincd without the stimulus of 
pro 00 re a ei. protective duties and if nnt trliefher 

the advantage to the ooimtn arising from this industrial develnn 
ment will outweigh the hiinlen winch proteetive duties wdl impose 
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The ludustnal (Jomimssiou, avIiilIi was debaired fioia considering 
questions of tariff pobcy, made a number of important recom 
mendations for the development of Indian industries, involving 
the abandonment of a laissez faire pobcy But we liold that these 
measures by themselves will not produce that marked impetus for 
which the time and conditions are now npe Education can be 
improved, bankmg facibties can be extended technical assistance 
can be offered to industries, but what is mainly wanted is a pobcy 
that will inspire confidence and encourage enterprise and wc do 
not think that the recommendations of the Industiml Commission 
provide this Professor Pigou at the close of the passage which 
we have already quoted draws the following weightj conclusion 
“ From these considerations it follows that the case for Protection 
with a view to building up productive power is strong m any 
agricultural country which seems to possess natural advantages 
for manufacturing In such a country the immediate loss arising 
from, the cheek to the exchange of native produce for foreign 
manufactures may well be outweighed by the gam from the 
greater rapidity with which the home manufactuung power is 
developed The ‘ crutches to teach the new manufactures to walk,’ 
as Colbert called protective duties may teach them this so 
much earber than they would have learnt it, if left to them 
selves, that the cost of the crutches is moie than repaid ” 
The words might almost have been written with diiect reference 
to the conditions of India, and the case for piotection m India can 
hardly be stated better India is an agricultural country which 
possesses undoubted natural advantages for manufacturing She 
produces an abundance of raw materials she has an ample potential 
supply of cheap labour and adequate sources of power and the 
establishment of two great maoufacturing industries shows that 
she is capable of turmng these natural advantages to use We 
have been told by many witnesses that tbe chief obstacle to a more 
rapid development of indnstrics m India is a certain want of ebn- 
fidcnce among th« owners of capital The practical protection 
afforded by the war had a stimulating effect on many Indian 
industries But this protection and such incidental protection as is 
yielded by high revenue duties lacks the assurance of permanence, 
and fails to give the sense of seconti which arises from tbe 
deliberate adoption of a pol cy of protection This point of view 
was perhaps expressed most clearly by Jlr Shakespear giving 
evidence on behalf of the Indian Sugar Producers’ Association 



42 


CBAPllI V 


He said “ 1I> persoiial Mew is that it is the principle of the thing 
>\luch >\c as an industr>, would like to see far more than an 
actual duta of 1 j, 20 or 2a per cent If the principle of protecting 
the mdustr^ is accepted, that is what is goinj to be of s alue to U5 
m de^clopm" the industrj ” Again Captain E V Sassoon one 
of the leading Bomhaj industrialists after stating that Indian 
Capital Mas sb> of anything neu m the wav of industrial 
enterprise said A\liat is avanted is confidence nncl a police of 
protecti m would help to secure that at once 

7o ^^e ln\e now shown that India will deii\c ler' great 
'ltl^aIltascs Irom iniluslnal ll^^eToI)mcIlt 
tnnj that the conditions for 1 rapid advance ire 

suitable iiul til it Mithont the stimulus of protective duties the 
advance will not he snfficicntl} rapid All these considerations 
lead ns to the conclusion that protection will bring a scrj material 
S,ain to the coniitrj 

7G \ fmth \ convidciution lomtm^ to the same conclusion 
No<-e«iiyof<lonT.a.Ai gh "‘*1 present tariff position 

reroims frou tu tw ft m India ^c havc referred m Chapter H 
to the jiicri. isiu„ I>roportion which cu toms revenue hears to the 
total Inipcrnl rtvtnncH anvl we haw now to lOnsulor whether this 
‘endeney is likel> to he pormnnent uicued a considerable 
Amount of cMdeintf ic^ariliu,s tin v ■'twtvvA nnuts of vhrect and 
indirect taxatioi do n i |i*l ‘ • iipduhito the well worn 

arguments of th < nonustH vn ttw tj i tat nw art l«>und to 
tike note of the fact flmt thv urn ml Kiitm t nt if liutj »ii witnesses 
was s>trougl> opposed to direct taxation tuul tU it the collection of 
income tax in Imlia presents peculiar diflcnltus Dnect tares jii 
India arc conCined practical! j to income tar. ai I land revenue 
"With the latter nliich is a prorincial receipt vve are i ot toneerupd 
The income tax rates have been rai cd liigelv Rinc 191 , 10 md the 
jicld has riwn from 3 to iboiit 20 cnjres of rupees High tares on 
income arc undoubtedly a Imndicap to industrial development itul 
there arc mmv vvlio hold that the rates ruling at the present moment 
ire distinctlj too high for the interests of industries and the gcnenl 
prospcrif3 of the countn The witncsMJS whom vve orimnied on 
this {Kfint Mere almost unanimous in the opimou Ihil direct tiraliou 
has reached its limit under present conditions md in vicvr of the 
general fcclin„ in the country ne d» not think that in\ maternl 
incrp e m this form of titation is feasible If therefore my 

furUcrinerei t mti^ftmulccottic nec^ irv, it vmU have to taki. 
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the form of indirect t'lT'itioiv If on tlie other hnnd a tIccre'i'JQ m 
taxation became possible, wc think tliat it should take the form of a 
pan passu reduction in direct and indirect taxation In view of 
these coiicluMons vc cannot anticipate foi many 5 cars to come any 
appreciable leduction in the ic\cnuc which it is» ncccssai’j to derive 
from the customs Tins means that import duties must continue 
high, and that, whether intended or not, protection will be given 

77 But a high rcicnnc tariff such os that now in force in 
A I I"''*-' oP'" t» oliject.oii A reienue 

ably leads to proteot on fault 1 asp«l ou licc trade principles is one 
that is imposed on goods that cannot be produced in the conntrj , 
or, if this condition cannot l>c observed it must be kept at a von 
low rate on goods produced in tho countvj or countoivaiUng cxcisca 
roust be imposed so that no protection is affoided to local industries 
Until the year lOlf tho Indian taiiff might be said to base fulfiUccl 
these conditions But since 1916 the taniT has become less and less 
consistent with pureh free trade punciples It gnes piotection 
but It gues it m the least comenient ami the least beneficial waj 
The protection is not calculated on the needs of the mdustiT, nor 
does It carry any assuiance of a permanent policv It is casual and 
haphazard Moreoier it may actuallj impede industrial develop 
nient by taxing raw materials and semimanufactured articles It 
appears to us thcieforo that the iioccssiiy for raising a higo levenue 
from customs duti s and the obxions mcxpedicncj of ignoring the 
effect of those duties on the industries of the couutij must ineMtably 
lead India to the adoption of a policj of protection as thej led 
liemiany m 1879 

78 We turn now to the lo s tint must be set against the gam 
The l089 protect on W u to Tiulia from piotection to which we have 

involTe lefeiiel in paragraph 75 The most 

important item is the burden of increased prices that protectne 
duties Will impose ou the people We base explained the nature of 
this burden m paragraph 68 above and we proceed to consider 
whether it will be so great ns to outweigh the advantages winch we 
anticipate from the adoption of a protective policy 

79 As import duties have a tendency in some degree to extend 
T1 0 probuhlo burden on their influence bejDnd the particular com 

tba poorer classes modifies on which they are imposed, it js 

necessary to treat with caution the ailment that some article is not 
consumed by tho poorer classes and that therefore a protective duty 
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on it can do them no harm A further hmitation of this argument 
IS to be found in the fact that there are frequently partial suhsti 
tules for imported articles trhich are manufactured and consume 
locallj and that anj cause -which raises the price of the imported 
article raises the price also of the locally produced substitutes An 
obMous instance of such a case is seen in cotton cloth Experience 
as -well as theoretical reasoning sho-vrs that the price of Indian manu 
factured cloth is influenced by the price of imported cloth even when 
the two classes are not in direct competition In estimating there 
fore the extent to which the poorer classes will be affected by pm 
tection it IS not safe merely to ask what proportion of their income 
IS spent on imported goods We haie rcceiaed various estimates on 
this point and all agree that the actual quantity of imported good-, 
purchased hj the masses of India is small But this is no final 
criterion of the degree to which protection will affect them though 
there is no i eason to suppose that under the system we recommend 
the indirect burden will be considerable 

80 There are however two classes of the population whose 
nffeetotproUeiot, interests as affected by protecUon it is 
*) on tho a-Tienitoni particularly important to consider, the 
agricultural and middle classes Agncul 
ture IS and must remain the foundation of the econonui- 
hfe of India and this not merely because it furnishes the hveh 
hood of three quarters of the population Indian industries cannot 
flounsl without a prosper us Indinn -ignculture Agriculture is 
largely the proMder of the raw materials for industry and the 
Indian agr eultunst will offer the mim insrl ct for the products 
of Iiulinn industries Any form of protection therefore which 
would serionslj affect the interests of agriculture would go far 
to defeat its own object We base already explained in what 
wnjs wc th Ilk that industrial dc\clopincnt may be of advantage 
to the npricultural community in some cases through a sympathetic 
rise in wa^os m others through the wages of industrial workers 
being made asadablt for exj cnditurc in the Milages m others 
through a reduction in the number dependent on the produce 
of the land But -while a pobcj of protection of industries may not 
injure the agncultunl -wage earner, who any be able to secure a 
rise m w ages equal to and in some cases greater than the rise in the 
cost of liMi g there can be little doubt that the agricultural producer 
the man hi o either works the land himself or employs hired labour 
mast suffer lo some client Proteclion must meim to lum a hisher 
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cost o£ production awin" partly from tlie higher coit of the imple 
jnents that ho uses partly from the higher wages that he will have 
to pay and partly fioin the general rise in the cost of Ining As a 
set off against this lughti cost of production it is probable that in 
the neighbourhood of iiulustnal centres the demand foi agricultural 
produce will raise the price But in general one of two results seems 
likely to follow Bitliei the agricultural producer uill not recenc 
for his produce an incioased price which will fully compensate him 
for the increased cost of production in winch case agricultural 
interests would suffei and there would he a tendency for marginal 
land to go out of culti%ation or the price of agricultural produce 
will be raised generally to co\er the increased cost of production with 
injurious effects on the mass of the population Provided liouevcr 
protection is applied with discnroinalton we do not thin! that the 
burden imposed either on the agricultural producer or through a 
rise in the prices of agricultural produce on the consumer m 
general need be sufficient to make us hesitate regaidmg the net 
advantages of the policj we rceooimcnd 

81 With regard to the middle classes by which we mean mainly 

, ^ , the professional clerical and petty trading 

(it) on em oc asses classes there is no doubt that they will ho 

more adversely affected than any others by a policy of protection 
The middle classes have a certain standard of living which entails 
expenditure on imported goods Their cost of living will undoubt 
edly rise The possibilities of equivalent or at any rate timelv 
expansion in their incomes I owever are limited It is probable 
therefore that for some period they will feel the effects of protection 
more than any other class of the population But m virtue of their 
education they more than other classes arc m a position to estimate 
the value to the country as a whole of the developments which wo 
believe our policy will produce aod so far as we have been able to 
judge from those witnesses who have given evidence before us the 
middle classes are prepaied to merge what might bo regarded as 
their own immediate interests in tbe wider interests of the country 

82 In estimating the burden of protection we have to antip.ujaM 
Intacrmnate protect on arguments given in the next chapter in 

not conteropinted which we show that any tjpc of indiscn 
minatc protection vv oiild entail a sacrifice out of proportion to the 
results We explain m that chapter the limitations that we propose 
with a YieT* to restricting the immediate loss as far as possible without 
reducing the gam that is to be anticipated from protection If 
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these limitations are observed, sve consider that the burden vill he 
one ivhich it is reasonable to ask the country to bear in order to secure 
the great benefits anticipated 

83 Before coining to oiir final conclusion ^ve must refer to 
c.,t,n a.,ad 7 .ut«s., of "‘'“in flif-idaantisc? which crc inherent 
protect on taken into lu iDj System of protection namely, tiio 
act-oDBt. encouraging mefiicient inethods oi 

production the danger of political corruption and the possibihtj 
of combinations ot manufacturers \Ve ha%e borne these points in 
mind in formulating our scheme of protection and in de\iswg the 
constitution of the T-trifl Board We ovpliin in detiil in Chapter ^ I 
to uhat ovtent tliink these dangers will be mitigated bj our 
proposals and it is enough to saj here tint v’e do not consider 
them sufficientlj serious to affect our mam conclusion 


84 We ln^c noir set foith ns impartiallj as possible the argn 
Tl..taU„.c,I«av,.i.s, •■■"I tlie idoption of 1 

polics of protection m India In Chop 
ter IV wo have shown the great benefits tint will accrue to India 
from industrial deielopment and in the present chapter we have 
explained the necessity of the stimulus of protection to secure rapid 
progress in this diieetiou Wc have also shown that the necessitj of 
a high customs revenue is inevitably leadmg India towards 
protection On the other side wc have shown that the 
immediate loss to be oppiehended from protection and the 
dangers inherent in it will be mitigated by the system of 
discrimination which we recommend and by the constant 
supervision of our proposed Tariff Board We ha^o carefully con 
sidcred the weight of the arguments on both sides and apart from 
the strong Indian sentiment in favour of protection to winch we 
ln\e referred above we are satisfied on economic grounds that the 
temporarv loss in>ol\ed will be more than made good by the ultimate 
gam and that the balance of advantage is heavily on the aide of tho 
recommendation made in the opening paragraph of this chapter, 
ti? the adoption of a polics ot protection to he applied with disen 
niuintion along the lines indicnteil in this report 
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CHAPTER VI. 

Some Disadvantages of Protection and the Need for 
Discrimination. 

8o We leferictl lu the pieceding chipter to the disacUantages 
.omr mhetcnt m any achcmc o£ protection, and 
tign now propose to examine the extent to 

Mhich they apply to the particulii conditions of India The most 
important of these is the danger of fostering the growth of political 
corruption The interests at stake in the determuntion of a rate 
of duty are frequently Urge In some countries important financial 
interests find it profitable to offer to legislators inducements whioh 
arc not iiecessarilj of an obMOUs oi crude nature, or to spend money 
on getting their onn nominees into the legislate o bodies nhioh have 
the deoision of matteis \itaUi affecting their prospects We are of 
opinion, however, that conditions m India are less favourable to 
euch deselopraents than they are in manj countries The variety 
of the interests represented in the legishtu e bodies and the strength 
of the representation of the agricultural and landed classes make It 
impiobablc that the industrial point of view could secure undue 
prominence, while under the existing sjstem of high rc\enuo 
duties, which is open to the same dangers there have 
been no traces m the Indian Legislature of any undesirable develop 
ments of this nature Moreo\cr, we think that the Mstem which wc 
propose, whereby the enquiry onto the conditions of each mdustrj 
will be conducted by an impartial body with the utmost publicity 
and the conclusions armed at and the reasons for them will b^ 
known to the public when the ease of the industry comes before li*' 
Legislature, will reduce the opportunities for political corruption 
a minimum 

86 Another undesirable feature which the history of 
Eombinationa ol tnann V/OTrtsO/ 'WuSAthS fr/sAoscs IS t’ue 

factnrers toa\aids combinations of mdmifactu’-*-^ r - 

the purpose of exploiting the domestic consumer A prot‘»v- 
system certainly gives the oppoitumty for undesirable ~ 
pombinatioD In i free trade country no combination of j. 
turerb i^ able to 1 eep the price of a commodity above the v 
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If all the mauiiEictiiiLis of » particular countiy agreed not to e 
below a certain price which was al>o\c the world price, the ony 
effect would be that their home market would be captured by foreign 
manufacturers selling at the world price The case of pTOtectioaJ^ 
countries is, however, different Here we have a tariff wall, affor 
ing, when the foreign manufacturer has been partly or who 7 
f*xcluded, a certam latitude of price to the home manuficturc^ 
It the latter do not combine, the home price will be regulated by fhe 
ordmarj conditions of internal competition But by means of com 
bmations it is possible for the home manufacturers to keep the pn^c 
distinctly above the true competitive le\el without imiting foreign 
competition It is, we think, no accident that the two countries m 
which understandings, agreements or combinations of manufacturerf 
have been developed to the highest point, namely the United States 
and Germany, are the two leading protectionist countries of the 
v-orld But should any such combinations anso in India winch 
appear to be to the detriment of the Indian consumer, wc do not 
think it would be difficult to find a remedy The matter should be 
investigated by the Tariff Board which wc propose should he cstab 
lished, and if the Board reports that the combination is in effect 
injurious to the interests of the Indian consumer, and the Lcgisla 
ture accepts the anew, the protection given to the industry could be 
lowered or withdrawn, or possibly special legislation could be IR 
trodneed to deal with the matter 

87 The third disadvantage in winch we leferred m Chapter V, 
loeEc ent method* of VIZ, that of encoiiragmg inefficient methods 

prodoctioD of production will also to some extent be 

jeitigatcd by the supervision of the Tariff Board, but it will be mainly 
obviated by the exercise of discrimination in the selection of indust- 
ries for protection e therefore proceed to elaborate the reasons 
whv m the previous chapter wc have advoeated discnnunation in the 
application of protection 

S8 The fundamental principle that guides us may be stated 
Therrinripie of d!«cr nu ‘I”'*® ^llo^tly It IS that the temporary pac 
nsiion nfice, which cvcn the most successful pro- 

tect on must entail, should be Tpstricf»*d to the minimum necessary 
to attain the object aimed at The onnciplc, when stated., is self, 
evident, but wc lav stress uprn it, partly because it sometimes 
cscajics attention, with the result that enthusiasm for the end rookes 
It appear that there i» fomcthii g essenliallv desirable m the means , 
partly because our decision m larour ot iiroleclion is based on Iho 
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Mew that the gam to the couiitiy will outweigh the loss, and this 
will only be true proiided no nnneco'W'iry or useless burdens arc 
imposed , and partly because India, owing to the po\erty of the mass 
of the people, is a country m which it is specnlly important that the 
principle should be cmphasisMl We reject therefore all proposals 
which would found Indnu piotectiou ou an iudis.,iiiiin ate high rate 
of duties Any such sjstcm would protect industries unsuitable as 
well as suitable, and would impo^ on the coasiuinci a huidcu in many 
cases wholly gratuitous 

89 The burden on the consumer may be viewed m two aspects, 
tic extent and the duration, and in both 
(t) restrict the r aa of rriecs, tiiL importance o£ Uiscnmmation in reduc 
mg the burden to a minimum is clear With regard to the extent of 
the burden, namely Iho rise in puces we have already shown that the 
fcwei the ax ticks on which incica^cd duties ire imposed, the smsllei 
will be., not only the direct effect arising from the cost of these 
articles and their substitutes, but also the inducct cftect through a 
rise in the geneidl le\el of price-. We need not recapitulate the 
importance to the gieat mass of the people and to the intciests of 
agriculture of lestnctmg the rise of prices to a minimum This 
can only bo achieved by excicising a wise discrimination in the 
selection of industries for p’-otection 

00 Tiom the iiomt of view of the duiiition of the hmden also 
(ti) curtail the period of IS clcar that discrimination is of the first 
tielurdcn iiiii ortaiicc If protection is extended to 

xxmuitabk mdustiics, they will never reach the stage at winch the 
shield of protection cm be discaidtd and will remain a permanent 
burden on the communitj The duiation of the buiden will also 
be extended if protectiou opcidtes to prolong inefficient methods of 
production As an instance of this possibility we may refer to tb" 
Mews of the Indian Sugai Committee of 1920 After a detailed 
mqniry into, the conditions of the sugar mdustrj they came to the 
conclusion that at the time at which wrote the degree of protcc 
tion, direct or indncct, enjo>cd by the mdustiy was sufficient, and 
tbej added — e feai tint aiij mcicasc m the duty might result 
in bolsteimg np an inefficient mdustiy to the iktinncnt of the con- 
Burner , and that, secure behind a high piotcctnc wall, factories 
in India might make no effort to reach tuc standaid of those in 
other sugar producing countries, notablj in Jav a, where the industry 
has been able to dispense with anv piotcction, subsidy, or assistance 
from Government”’ The importance of efficient method!, was 
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brought out m our csammition of Air Shake'ipear at Cawiiporc « 
said that it "would he a greater advantage to the su'^ar itidustrj o 
ha\e a small cess on imported sugar deaoted to cariaang out t s 
TeconuneTidatiOTis of the Sugar Committee than to haae the assistance 
of a high protcctnc duti AVe do not wish to e^prc&s any opinion 
to the need of the sugar industia for protection under present con 
ditions AVe merely refer to the case as an illustration of one of the 
factors which may operate to prolong the burden on the consumer 
and which emphasises the need for discriminntion 

91 AVhen we turn to the interests of industries themselves ^ve 

(„) serve the best inteiesta at the same conclusion that protec 

of indoatr m tioii must be applied with discrimination 

There would be a leal danger lo the industrial piogress of the country 
if anj attempt were made bj high or indiscriminate protecti'C 
duties to force the pace too rapidU If unnecessarily high duties 
v\ere imposed a large number of concerns nould be started , there 
would be a boom followed by the inevitable sequence of ovcrproduc 
tion and collapse The development of industries would be pushed 
bejond the limit of what is economically safe, and the resultant 
collapse would shake that very confidence of capital which it is one 
of the mam objects of our recommendations to build up 1 urthcr, 
if protection were applied not ouI> to an cscessive csteut but in an 
ludiscrimmate manner, the uneconomic industries which would come 
into exMcnce would be likely to unsettle labour m established 
industries and to attract it liom etonoimc to uneconomic employ 
ment That the dinger here ludicdtcd is not chimerical was 
demonstrated in more than one direction during the period of the 
war, when the reduction or cessation of imports created conditions 
analogous to those produced hj high protective duties Prom 
another point of view the true interests of luduatries would bo lU 
served by a system of indiscrimiuatc protection India appears to 
bo favourably eituatcd to develop on export trade in manufactured 
goods, but such a trade can hardly be developed unless the cost of 
living, and therefore the cost of production remains comparatively 
low 

92 The probable effect of protection on the balance of trade of 
(»r) Bunun t* the e£f?ct ca ludia IS iiot a subjcct On which it w safe 

b.Uao* o( t fcia to ilOoinati e The immediate effect v oi U 
naturally be to dimmi h imports dtercased demand folloivin^ on 
increased cost Tbcte will also be factors tending to a diminution of 
CXI orts Any general ri<=o in prices m India must discourage exports 
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by waking their cost to the foreign ptirchaser dearer, and apart fron: 
any rise m internal price? a reduction of imports svill tend to raise 
exchange and thus to dimmish exports Again protection ttiU lead 
to an increased local consnwption of raw materials previously ex- 
ported On the other hand there is the possibility that the develop- 
ment of Indian industries will produce an increased export of raanu 
factiired articles On the whole from a consideration of these 
vinous tendencies it may he concluded that the immediate effect of 
protection will he some diminution both in imports and exports, but 
it IS impossible to say wliether the balance of trade would be altered 
The present curiency system m India depends on the maintenance 
of a favourable balance of trade The less disturbance there is in 
the import and export trade, the smaller is the danger of upsetting 
the balance and thus wc have one more argument for not embarking 
cn indiscriminate protection 

93 Our conclusions therefore arc that m the interests of the 
« '‘on^nmers generally and jnrtioularly of 

applying ptoUetiou w tii du the masses of the people in the interests of 
er m ion agnculture m the interests of steady 

industrial progress and for tlve maintenance of a favourable 
balance of trade the policj of protection which we recommend 
should be applied with discnmination so as to make the meaitahlo 
burden on the communiti as light as is consistent with the duo 
development of industries and to aaoid nbmpt disturbances of 
industrial and commercial conditions 
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CHAPTER VII. 


Outlines of the Scheme of Protection. 


94 "We hvc gi\en owt reasons for rccommendmg the adoption 
^ of a policy of protection for India ana 

of^refeiiQ® ht>lding that that policy should 

tectiT« dut to lie clearly |jg applied With discrimination 
diatioyuisheiL ' * . , ,, *i,„isa 

now come to a description of the outlines 
of the scheme of protection as we conceive it TVe have to start with 
the existing conditions as we find them These consist of a general 
rate of customs duties of 15 per cent ad talorcm with numerous 
exceptions both aboie and below the general rate, the downward 
exceptions having their ongm usually in a desire to a%oid injuring 
the interests of industries or the commumtj m general the upward 
exception's arising frotp the desire to obt'im additional revenue “We 
do not contemplate working on a clean slate or dran mg up any 
theoretically seientiOc tariff The tariff, as we emisago it will he 
a comhmatlon of revenue and protective duties The existing tariff 
will form the basts of the revenue duties and Mill become progres 
snclj modified as the duties on particular commodities are siicces 
sivelj determined on protectionist principles F\ on when this process 
liowe^er, is complete there will remain n largo rosidtitim of puroli 
reienue duties and these it should bo open to tlio Oo^o^nmpnt to 
vaf} from time to time on purely rcienuo consjdorations On the 
other hand a duty that Ins been fixed on protootioni-,! pnnciplos 
should not be varied except m accordance ith those prmoiplos Jji 
practice we do not anticipate that this important distinofion is lil et' 
to gi'o rise to any serious jpcomenience for a protectnc diiti, so 
far 83 it IS effectue becomes of less nnl loss importance os a means 
of securing revenue For instance in Oormnni m the jear 1912 
G2 per cent of the total customs rece , vss <l"mcd from diiti“< 
on food, drinL and tobacco, 19 4 per cent from raw materials and 
parth manufactured pnods and onlj 1C 5 per cent from finished 
poods 

95 It is po'sihle indeed that the necessities of revenue mar 
force the Goiemment to put a biMicr import diiti on certain 
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protected goods than is rcqiured for purposes of protection "We deal 
Vfith such a contmgencj in a later chapter when we recommend that 
all’s such excess re\enue shotild be raised by means of an excise 
duty plus an additional import dutv The additional duties 
would be purely for revenue purposes and would be dealt with 
on strictly ^e^enue principles This particular contingency there 
fore does not affect the aahdifr of oiir imm principle that the 
tariff should consist partly of duties imposed on revenue considcra 
tions and partly of duties imposed on protectionist considers 
lions nnd that there should be no nnibigiut% as to nlucb set 
of considerations governs any particular duty Wc may illustrate 
the position bv taking a hypothetical example There is at 
present a revenue duty of 25 per cent on refined sugar The 
sugar manufacturers have asked for a protectne duty of SS^per 
cent "We express no opinion ourselses on the merits of the 
case hut merely take it for purposes of illustration It might 
he found that no protection was required The duty would then 
be regulated simply m accordance with the revenue necessities 
of the Government Or it mi^'hl be found that protection of 33 i 
Tier cent was necessary In that case the duty would be raised to 
Ihht lea el and would not be lowered until it was decided that a 
lower rate of protection would suffice Or it might be found that 
the industry required protection at the rate of 15 per cent only 
In that case 15 per cent would be fixed as the protective rate and 
if the Government were forced to raise additional revenue from 
refined sugar this would take the form of an excise duty phis an 
additional import duty both being determined solely by the revenue 
iiopessities of the Government 

9G It will he obvious that the successful working of any such 
lar ff Doinl an in e'^l scheme of protection as we contemplate 

part ot t! 0 0 ci oma postulates the existence of a thoroughly 
competent and impartial orgamsation or Tariff Board which 
shall make enquiries into the condition of mdustries and recoin 
^ mend \\I ether protection should or should not he extended to them 
ani if extended what the rate of protection should he "We received 
a " msiderable amount of evidence in the course of our tour from 
industries which put forwarl claims for protection but we feel 
that we have not safficient material to enable us to come to any 
definite finding on such claims The enquiries needed must be 
conductLd 1 y a smaller body they must be much more detailed 
and thev must embrace all aspects of the case and admit of 
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represent-itions from nil interests nffected "We gi^e , 

chapter our detailed proposals regarding the constitution 
functions of the Tariff Board At this point ire merely iris 
make it clear that the existence of such a Board is presuppo^ 
in all the details of onr policy, and that wheneier an 
wishes to establish a claim to protection, it must put its case be o 
the Tariff Board . 

97 In dealing with all claims to protection the Tariff 
f. . 3 * V should in the first instance satisfy itse 

Oeoer»i Mnaitions to oo » _ flTC 

gatfitfedtyinOuatneii before that the following three COnaUlons Bi 

rTotect5on cftii berrantoa fulfilled 


(1) The industry must he one possessing natural advantage^ 
snch as an abundant supply of row material cheap 
power a sulRcient supply of labour, or a large home 
inarLet Such adranfages will be of different relative 
importinco m different indnstnes but ther should 
all be weighed and their rolatiic importance assessed 
The successful industries of the world possess certain 
eompiratuc ad\antages to which they owe their 
success No industrj which docs not possess some 
compsratirc advantages will be able to compete with 
them on equal terms and tbereforo the natural 
advantages possessed by on Indian mdustrv ahould be 
analvsod earefullv m order to ensure as far as possible 
that no industry is protected ubicli will become a per 
manent burden on the communitv 


(2) The industry must be one winch witjiont the help of pro 

lection either is not hi cly to dei elnp at nil or is not likel' 
to develop so rapidly as is desirable in the interests 
of the country This is nn obvious corollary from the 
principles which have led us to recommend protection 
The mam oincet of protection is either to develop 
industries which rlhervvicc would not be developed or 
to develop them with greater rapidity 

(3) The industrr must Ic one vrlueh uiU eventually be able 

to face woild competition without protection In 
forming nn estimate of the probabilities of this condition 
being fiilfillel the n*>lnral «dvantiges referred to m 
condition (1) will of course be considered carefully 
The importance of tins condition is obvious The pro 
tcction we eontco phtc is a temporary protection to 
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be given to industries which will eventually bo able to 
stand alone 

08 There are certain subsidiary conditions which, though not 
13 , . ^ i as in the case of the three conditions stated 

Addjtioiialnactori elreng , . , , . t 

tieninjf a case for protoc abo\e Lsscutial dements in an orainaiy 
claim for protection, should nevertheless 
be regarded as factors favourable to the grant of protection It 
13 evident that an industry in which the advantages of large scale 
production can be achieved, tc, m which increasing output would 
mean increasing economy of production is, other thmgs being equal, 
a particularly favourable subject for protection Another class 
of industry which should be regarded with a favourable eye is 
that in which there is a probability that m course of time the whole 
needs of the country could bo supplied by the home production 
In the case of such an industry the burden on the consumer 
determines automatically As soon as the foreign imports cease 
to come in, the price ceases to be regulated by the foreign piico 
plus the import duty It is regulated by the internal com 
petition , and e^en though the duty may remain in the customs 
schedule it becomes practically inoperative, and merely fines a 
masimum limit to the height to which home prices may rise— a 
limit which is never likely to come into effective operation unless 
the home produceis form a monopolistic combine or the home 
industry passes through a pciiod ot exceptional distress It docs 
not of course follow that, it an industry is never likely to supply 
more than a certain proportion of the country s requirements it 
would not he a fit subject for protection Provided that it fulfils 
condition (3) and is eventually able to face world competition vMth 
out protection, it will be possible to take off the protective duty 
without injury to the industry, and the burden on the consumer 
will be removed But we cannot shut our eyes to the fact that 
in protectionist countries considerable difficulty is experienced m 
reduemg and rcmovmg duties, even when they are no longer 
xequired, and it is probable that such an industry will impose on 
the whole a greater burden on the consumer than its conditions really 
require 

99 It IS possible that the protection of some mdustrj may affect 
Confl cts of.interost between injuriously the interests of other industiies 
inauau os We received ev^dcnce at Calcutta for instanto 

which appeared to place three interdependent industries in a lelation 
of some aiitag(im*m The manufacture of wood pulp from bamboo 
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IS just being started in India The manufacturers aie apprehensive 
of the competition of imported wood pulp and asked for the nn 
position of a protective duty on wood pulp The Indian paper 
manufacturers, however, who use imported wood pulp and for 
■whose benefit it is at present admitted free of duty, naturallj 
object to a proposal which would raise the cost of their raw 
mateiial and therefore put them in n less favourable position to 
compete with imported paper If it is suggested that this difficultj 
might be overcome Ij giving special compensatory protection 
to papei, a third interest claims to be heard and Indian printer 
and publishers complain that if the cost of paper is raised they 
will be handicapped in competition with imported books winch an. 
''du ittcd fi(,c In all sici c ses the most cssentnl rcjiiiitui ut ii 
lint ♦he utnist publicitv sluuhl be given to the enqiuiy of be 'Ivtiff 
Lovul so tint all luteiests concerned may Iwvc full opportunity of 
icpiesciiUng their point of view When the Tariff Board is m 
posscssi a of all the facts v\c can only suggest as a principle for its 
guidance that an industry should receive protection, even if it ad 
voibely affects the development of other industries provided this 
rcbults m a net economic advantage to the country 

100 Wc have not found it possible to lay down for the 
Ot doTclopfnant.t of the Toiiff Board any definite 

wiuch protect on nwy be pimciples in regard to the Stage of dcvciop 
ment at which protection could most 
useful!' be accoidcd to m industry \\c consider that an industry 
might receive protceti n at any stage provided our condition (2) 
lb fulfilled tiy, that it ls nn industry vvhicli without the help of 
protection cither is not likely to develop at nil or is not likely to 
develop so rapidly as is desirable Condition (2) is naturally most 
111 cly to be fulfilled in the case of industries which nre relatively 
weak and undeveloped and arc therefore temporarily unable to 
meet the competition of more highly developed foreign industries 
or mdiistncs which arc handicapped 1 y the temporary necessity 
of importing cipcnsivc foreign labour oi direction or which buffer 
from labour which i> mcll cicnt because untr lined These dis 
advantages arc most III elv to be found in industries which are 
comparativolv vouiig but an indiistrv m ly also blind m need of 
protection as a result vf aonve temporarv deterioration or atrophy, 
and even a stron„ and prosp nm., industrv may derive great 
Lcncfit hr the rapid dev eloi mint of some new branch induced by 
protection A classic example of this is the extraordmary develop 
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Dient o£ the tin phtc industrj m the United States under the 
influence of the dutv imposed m 1890 

101 But while we feel that we. cannot indicate with any ilegree 
„ * , . . of definiteness the stages at which tariff 

Tanfl protfchonnot as a . » . , i ^ . . 

Tule to be granted to new protection can Dcst hc applied to existing 
induetr ea mdustricn wc Consider that in the case of 

new industries a more definite principle can be laid down If appli 
citions for tariff assistance are entertained on behalf of industries 
which hai e not j et come into existence and the Tariff Board has to 
''onsider not facta but the anticipations of the promoters it will 
s task of great difficulty to make a selection with any reasonable 
assurance of success The danger of loss to the community by ex 
tci cling tariff protection to such industries will be great hloreoacr, 
if prote'‘tion is extended to an indnstry before it has begun to 
I reduce or while it is producing a aery small proportion of the 
needs of the country a great and unnecessary burden will be imposed 
01 the consumer To protect by import duties an industry which 
supplies onlv one per cent of the requirements of the couiitrj is 
an extraanganee Further m the absence of an> reliable data in 
regard to the cost of producli n it would be a matter of greo» 
d fflculty to determine a rcasonatle rate of protection 

10^ Not onlj in our mcw a c there strong objections as a rule 
to granting tariff protection to new industries but the grant of such 
protection is reallj unnecessary We anticipate that the financial 
neccasitios of the Government will ensure the retention of a general 
lei el of roienue duties which will gi\c a new industry as much 
taiiff assistance as it would require at the start After the industry 
has del eloped to some extent and shown its possibilities it might 
then approach the Tariff Board If lioweier any further State 
assistance appears to be required m the initial stages, we think that 
it should as a rule take the form of bounties or such other forms of 
sssistance as are recommended by the Indian Industrial Commission 
We do not mean to say tliat never under any circumstances should 
tariff protection be granted to a new industry but we have no doubt 
tint in ordmarj eases other forms of assistance are far preferabl" 
In slort we endorse the poli<y adsocated bj the Hon hie Lala 
Haikishcn Lai Nurse the baby protect the child and free the 
adult ” 

103 The most difficult task of the Tariff Board will be to deter 
Dcterminat onottle mte tlic rate of protection required by 

jJTotecton. an industry Tins must be a matter o? 
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jticl^went bispd on the fullest Inowlcdge o! the facts Tlic rate 
proposed must eiidoiitlj be ‘Klequatc to the purpose m view, and will 
therefore depend m part on whether the Board contemplates nicrcb 
the gradual cstabli'shment of the industrj on sound lines or a per od 
of rap (I development In c\eeptional cases a higher rate ot 
pioteetion though imposing a gieater burden on the consumi.r 
nay attain its ob;}eet in a {jliOTte" time and may therefore ptoa 
to be a bm iller totil bnidcu than a I»w late continued over 
long period But this is a point nlitch can onl> be determined 
with reference to the conditions of each particular industry 

104 In arriving at its decision we should expect the Tariff 
Board to take account of the relative cost of production in India 
and m foreign countries but this factor m itself would not supplr 
tne ansaacr to the proper rate of protection for a high cost ot 
production in India may he due in part to immediately remediabl 
causes and it would be most inexpedient to recommend a rate 
which might stereotjpe loefReiencj The relatiae cost of pro 
duction will also be some guide to the Board as to whether ai 
industry fulfils the primary conditions laid down for proteetjon 
If the difference m cost of production in India and other countries 
IS large there is a pnnin facie presumption tliat India docs not 
possess the necessarj natural advantages for the industry 

lOo The question of loeabty may give rise to some diflicult 
CoMimiwiioiiloloc. ptoWems It hm} Inppon thit the claim oj 
tonotindMtteo UH industry to a particular rate of protec 
tion IS based m part on difficulties aiismg from unsuitable location 
Such considerations should not be nllowed to increase the lafe of 
protection An initial mistake of the industrialist should not Iw 
perpetuated at the cost of tb® community nor would protection 
in such a case be of anj advantage to the particular industrial st 
Under the shelter of the protection given new concerns would 
set up m more favourable loenlilics and in the ensuing competitioji 
fbe original concern would he unable to sunne Difljculties may 
arise however not from any mistakes m location but simply jd con 
sequence of the great distances m India An industry may bo 
located in a most suitable pmtion It may however be nt such a 
Item certtun parts ot the count?^ adjoining the seaboard 
that It IS unable to compet" in those parts mth goods imported 
by pea Cases of this nature will no doubt be taken into consider 
ation br the Tariff Board hot it would not in our opinion he 
Tight to endeavour to secure for an industry such protection ns 
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^ ill enaWe it to c imj etc m cvcij possible m^ll ct m India if 
this m-voKes giving protection apprcciablj higher than is required 
for the success of the mdustiy m the gieatcr part of the country 


106 Hitheito ive hue dealt merely with the general principles 
, . . * 1 / uhich should be applied m the grant of 

naionaldefencoot o! special protection to suitable industries Butin 
mil tary value disciissmg the theoretical groundwork of 

protection ^^e pointed out tint the principle of international 


duision of labour mav be limited bj considerations of national 
defence m otl er words that there may be industries the protection 
of avhich cannot be justified on an ordmarj economic basis but 
vhich yet may require protection on the broad ground of national 
safety The Great War has biouglit these considerations into 
prominence tl ej can haidl> be o%crlooke<l by a generation which 
has seen foi itself the \ ulc aica of the material foundations 
on which success in. war is built up Indeed there is some 
danger that this factor maj icceise exag^ciated emphasis It is 
hardlj possible for any country to be completely self contained m 
all tho requisites for modern warfare The extent to which India 
should endeavour to make herself independent of outside resources 
must ho governed by practical considerations Nevertheless wo haac 
no hesitatiou in affirming the principle that any industry which 
IS essential for pmposes of national defence and for 'which the 
conditions in India are not unfavourable should if necessary be 
adequately protected irrespective of the general conditions which 
we have laid down foi the protection of industries 


107 The selection of the particulai industries which might be 
held to come under the abo'vc definition is piimarily a matter for the 
military authoiities There arc however a number of industiies 
which though of military importance can hardly be described 
as essential for purposes of national defence In such ca-ics 
tiie mihtaiy aalue of the industry must be balanced against the 
economic cost of m-imtamiiig it and the final decision n ust 
be based on a sense of proportion We haie had the ad\anta„e 
of studying a note prepared by the Dueetoi General of Ordnance, 
dealing -with the niilitai y a alue of certain industries, and we 
Ihinli tJiat the following deseme special consideration Iii the 
fisf'placo tlicic is iho steel and non industry There can be no 
question of its mipoitancc for p irposcs of u itional defence and 
there appear to be no natural obstacles to its dcielopment m 
Bidia In this connection we must draw attention to tho different 
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judgment based ou the fullest knowledge of the facts The rate 
proposed must evidentlj be 'adequate to the purpose in new, and ivill 
therefore depend in part on whether the Board contemplates inerelv’ 
the gradual establishment of the industrj on sound lines or a perod 
of rap d de\elopnient In exceptional cases a higher late ol 
pioteetion, though imposing a greater burden on the eonsumtf 
nay attain its object jn a shorte time and may therefoie proie 
to be a smaller total burden than a lou late continued over 
long period But this is a point which can onlj be determined 
with reference to the conditions of each particular industrj 

104 In arriving at its decision we should expect the Tariff 
Board to take account of the relative cost of production m India 
and in foreign countries bul this factor in itself would not suupl^ 
tne answer to the proper rate of protection for a high cost ot 
production in India may be duo m part to immediately remediabl 
causes and it would be most inexpedient to recommend a rate 
which might stereotype inefficiency The relative cost of pro 
duction will also be some guide to the Board as to whether ai 
industry fulfils the primary conditions hid down for protection 
If the difference m cost of production m India and other countries 
IS large, there is a pnino facte presumption that India does not 
possess the necessary natural advantages for the industry 

lOo The question of locality may give rise to some difficult 
Com deration of thaiocft problems It may happen that the claim of 
tion of indnett es nil industry to a paiticuHr rate of protcc 

tion IS based in part on difficulties arising from unsuitable location 
Such considerations should not be allowed to increase the late of 
protection An initial mistake of the industrialist should not 1 e 
perpetuated at the cost of the community nor would protection 
in such a case be of any advantage to the particular industriali<?t 
Under the shelter of the protection given new concerns would 
set up m more favourable locfllitie*! and in the ensuing competition 
the original concern would be unable to survive Difficulties mav 
arise however not from any mistakes in location but simply in con 
sequence of the great distances in India An industry may bo 
located in a most suitable pisition It imy however be at such a 
distance from certain parts of the country adjoining the seaboard 
that It IS unable to compet'* in those parts with goods imported 
by rea Cases of this nature will no doubt be taken info consider 
nt.on bj lliD Tnriff Board, bm it ironld not m our nnra.on be 
right to endeavour to secure for an industry such protection as 
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Will enable it to compete m every possible maikct in India, iC 
this imolves gning protection appreciablj higher than is required 
for the success of the uidiistiy m the greatci part of the country 
106 Hitheito we base dealt merely with the general principles 
, , . . , » which should be applied m the grant of 

InduBtnea CBScnt al for ^ i ° i 

Mtionai defence or of Bpccial piotectioii to suitable industries But in 
military value discussiiig the theoretical groundwork of 

protection we pointed out that the principle of international 
division of labour imv he hrailcd hy considerations of national 
defence, in other words that there may be industries the protection 
of which cannot be justified on an oidinarj economic basis, but 
vhicli yet may require protection on the broad ground of national 
safetj The Great ^^ar has brought these considerations into 
prominence thej can haidW be oaerlooked by a generation which 
has seen foi itself the wide iica of the material foundations 
on which success m w ir is huiU up Indeed there is some 
danger that this factor ittaj icceisc cxaggciated emphasis It is 
hardlj possible for any country to be completely self contained in 
all the requisites foi modem warfare The extent to which India 
should endeavour to make herself independent of outside resources 
must be gotenied by practical considerations Nevertheless we ha\o 
no hesitation in affirming the principle that any industry which 
18 essential for pm poses of national defence, and for which the 
conditions in India are not unfavourable, should, if necessarj, be 
adequately piotectcd irrespective of the general conditions which 
we have laid dowm for the protection of industries 

107 The selection of the particulai industries which might be 
held to come undei the above definition is primarily a matter for the 
military authorities There are, however, a number of industiies 
which though of militaiy importance can hardly be described 
as essential for purposes of national defence In such cases 
the military value of the industry must be balanced against the 
economic cost of maintaining it, and the final decision must 
be based on a sense of pioiortion We have had the advantng" 
of studying a note prepaiod bj the Director General of Ordnance, 
dealing with the militaiy value of certain jndustriea, and ws 
thmk that the following deserve special consideration In tL» 
fiisf^placc thcit is the steel and iron industrj There can he t,\ 
question ol its iiuportantc for purposes of iiitional defence, **i,i 
there appeal to be no natural obstacles to its devclopmcrt h 
I ndia In this touueclion wt mukt draw attention to the dj? n»- ♦ 
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conditions i\hich prevail m the iron and the steel uidustries 
Ihe evidence which \%e have heard suggests that Indian pig ifeu 
c?n hold its oi\n without any protection Steel production on itic 
othci hand imohcs highly technical processes, which until Indiin 
Idhoi r is fully trained entail the importation of ciipensn c fore 
laboui At the same time foreign competition m steel is very 
seierc We think therefore that the question of extending 
protection to the manufacture of steel should be one of the first 
subjects for cnquirj by the Tariff Bond Othei commodities ivhich 
appcir to us to he of sufficient jmlitaiy >alue to wirniit special 
consideration are leather and leather goods, copper, zinc, sulphur, 
ammonia refined glycerine mineral jelly (aasclmc) and rubber 
goods We must not be understood to say definitely that the pro 
duction of any of these articles requires Government assistance, 
or that if Qoaerument assistance is required it should necessarily 
take the form of protectne duties On the contrary, in the case of 
such industries assistance by means of bounties or other devices 
of this nature may le found suit ibic either in lieu of tariff protec 
tioti or in addition to it Our recommendations also must be under 
stood as apjilying only to ai tides the minufaclurc of aihicli by 
prnatc entorpiisc is dcsiiablc Coiditc tor instance avould always 
be nunufactured by Oovemment, ind no question of protection or 
assistance would arise 

103 There is another class of industries to which spocial 

iTcatmcnt ol baiio tousidti atioiis aj)ply Those arc what 

indoitnei jm% he called basic industries, by which 

a^ e mean industries of which the products are utilised ns ra v 
materials by numerous other industries m India Prom one point 
of MOW the protection of such indubtries may be regarded as im 
desirable, seeing that the effect of protection will be to raise 
the cost of the jaw material of n number of Indian industries 
For this reason xt may often be found that the best way of 
assisting a basic industry is Iw n bounty rather than by a pro 
tectne dnt\ In any case the development of certain basic 
industries may be in the interests of the country generally, cither 
because, like the iron and steel industry, they will stimulate the 
establishment of other industries dependent on them, or because 
like some of those industries which have been classed as “key 
industnts " under the British Satcgnardinj of Industries Act, 
tbcir rroducls arc of such importance that any interference with 
the supply, such as might arise from a cessation of imports, would 
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bring other industries to a standstill Our general view is that the 
dei-ision •whether protection should be given to basic industiiea 
should rest rathci on considciations o£ national economics tlian on 
the economics of the particular industry In addition to non and 
steel certain chemicals and minerals and lubricating oils might 
be regarded as basic industries 

109 The supply of maehwieiy it the cheapest possible cost has 
long been r^arded in India as an essential 
Treatment of machinery condition of industrial progress and from 
1891 when the customs duties were rcimposcd until 1916 industrial 
machmery was admitted free of duty In 1910 a duty of 2^ per cent 
was imposed on industrial machinery other than that foi cotton 
spinning and weaving mills and m 1921 the same rate was imposed 
on this latter class The treatment of machinery laises problemb 
very similar to those winch arise m the case of basic industries For 
the development of industries m geneial the free import of machinery 
IS evidently desirable On the other hand there aie obvious ad 
vantages m the encouragement of the manufacture of machmerj 
m India But this encouragement should not ns a lulo be giicn by 
impoit duties Uicso must tend to i jure the ti il ii dustnes of 
the country by laisuig the cost of one of the prune constituents of 
production Our conclusion thcieforc is that when a case is made out 
for the encouiagement of tbc inanufactmc of machinoiy m India 
such encouragement should be given by means of bounties Wc admit 
that there may be exceptions to such a rule Por instance jutc 
being a monopoly of India it is possible that the juto manufacturing 
industry might be able to bear an import duty on its machmen i ith 
a Mew to deiclop the manufacture of this machinery m India 
110 As wc 1 aae laid down tho principle that in order to avoid 
injuring industrial development import duties should not be lail 
on machmery to encouiage its manufacture m India it follows that 
we cannot approve the principle of taring machinery for purposes 
of revenue Wc fully realise the financial difficulties of the Govern 
ment of India which led to the imposition of a duty on machmery 
and we admit that the present duty of 2i per cent docs comparatively 
little harm But wc feel bound to express our definite view that a 
revenue dutj on machinery w undesirable m the present state of 
the country s development and that the existing duty of 2i per 
cent should be abolished as early as possible 

111 In discussing machmery we have had m view mainly such 
M4cUiioiy wotkod by nantiAl machinery as il needed for the dev elopment 
w.aiaai pcirer of up to date industnes and for the imprnvg- 
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ment of agncultuic nnd (lairjing these beuig the classes of machice^ 
Trlueh li'V\c hitherto iocci\cd special treatment Jlichmcry on t 
other hdiul (with the c\ccpboii of ngiitultunl and dnrjms nuP 
ments) which is noihtd b\ manual oi animal poner is liable to duv 
at 15 per cent ad lalorcin, and the question irises ^\llctbcr tins db 
tinction IS a pioper one Wc understand that the prmwpe 
xindeiljing the distinction is that pouer machinery is purchased 
out of capital which it is undesinblc to tax While cndorsias 
this principle ue think that it should ilso be applied to small 
scale industries and that the concession should be extended to 
all machinery even when worked by manual or animal power 
which la used for industrial jui poses If for iiistanee the import 
of handlooms free of duly were a matter of significance to the 
handloom industrj we consider that the fact that the loom 
Worked by hand should not stand m the waj of the concession 
being granted We do not howexer consider that any special 
ticatmcnt need be accorded to macluucs which arc mere labour 
saxing devices such as typewriters and sewing machines 

112 We receixed in Bombay a widely signed representation 
Llcctncsi waBsauMion tlr© principal uscis and suppliers of 

electiical appaiatus which drew attention 
to certain disadx autagea under which the electrical industry was 
MiUcring in le^ ud to custom ticatmci I Ihc m tm complaint w is 
that transmission gcai was clmigcd at the e.cncnl tariff rate instead 
of at -i pci ceil* nd that in coii<>c(iucuce electrical supply was 
plictd at I dis tdv intieC m compmson with steam or gas supply, 
in which the transmission system is much less elaborate We 
1 C ugniJac that the present rules do m fact inxohc some discn 
mimtion against clectiic supply which is undesirable and wc 
rcLommend that if a definition of such transmi'ssion gear can be 
doMsed wliicli is not b ised on the purpose for which the articles 
art, required the benefit of the faxourablc rate should be extended 
to such transmission gear Wc arc Uowexer much impressed with 
the practical diOiculties xrliich arise in attempting to administer 
1 customs definiti n basid on tin purpose for winch an article is 
to be used and our rceommeiidntion is conditional on the possibility 
of i satisfactory definition being framed whith will not mtroducc 
tniisidt rat ions < f this nature "Wc wish to mala it quite clear that 
< ur rt-commtiid iti n applies only to lran.siiiissiou gear, and not to 
.1 in il II] I intiis f. n rdix whali we do not consider is entitled 
to am SI eel d irt. itminl 
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113 Raw matirnls required for Indian induitriM should ordi- 
iiarilj be admitted free of duty Bj raw 
Uawmatcnals imtcivils wc mean nntcriah which liaac 
not undergone more than the most clementaiy treatment, such as 
ginned cotton, wool tops or raw rubber Tins k an obaious prmci 
pie of general acceptance m protectionist countries, but its appli 
cation will imolve some changes in the existing Indian tariff For 
instance we ha\e had many complaints regaidmg the import duty 
on sulphur, which is a raw material for many industries and the 
Tata Oil Mills Companj haae complained tint their industry of 
extracting oil from copra in Southern India is handicapped by the 
mipoit duty on copra In both tlicst cases there appear to be good 
reasons on ordmarj protectionist piinciples for remoamg the duty 
There may of course be instances in which it is found neccssaty to 
protect by an import duty the production of some raw material in 
India, hut such cases should be comparatuely rare, seeing that raw 
materials are in general bulky m proportion to their value, and there 
fore enjoy a considerable measure of natural protection It is true 
that m many countries agricultural produce receives protection but 
fortunately tins problem has not yet arisen in India and the posi 
tion IS therefore greatU simplified In this connection wc note 
that there is an import dutj of 2 ^ per cent on food grams This 
duty uas imposed in 191G and appears to us to serve no useful 
piupose In noimal times the import of food grams into India is 
negligible in times of scarcity ulien gram is imported in appreci 
able quantities, the dutj is suspended by executive order It has 
been in suspense now since January 1921 IVc also notice that oil 
seeds are subject to the general rate of duty of 15 per cent We 
u ould suggest that tins dnt> also might be remoa ed in accordance 
with our gcncial principle that when no dutj is required for pro 
tccti\c purposes tlie law imteiials use<l by anj industry m India 
should he left fiee Difficulties niise onlj when there is a question 
of gumg piotection to the raw mateinl For instance there might 
be some doubt as to uliplber silk uoim cocoons should be admitted 
fiee m the interests of the sill ueaxing industrj or should be 
V'l'it.aat'i'i v.\ tlw vA «vA’r •ait.Tiii I'eaTt'rs 


114 There is one important commodity, which may be regarded 
'la the raw material of nearly all industries, 
and which requires special mention An 
abundant and cheap supph of coal is the foundation of future m 
dustnnl progress m India for though water power prosades an alter 
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nitive, it IS limited to certain localities owing to the impossibUity 
tr-insmitting electric poirCP over greit distances Coal is 
definition a basic indiisti7> and one tbe development of 'wlucii is o 
greatest importance to industries m general There are grca 
posits of coal stiU nnworbed in India for tbe deaelopment of | 
capital IS required but capital will not be forthcoming until 
coal indusitra is placid on a more profitable basis It maj be arguf 
therefore that assist ince to the coal indlistrj should be gi' en m t e 
general interests of the industries of India and that for tins pmT'^''^ 
a protcetuc dutv 'should be imposed A rcienue dnty of S awui 
a ton has hoen m foice since 1916 and the Indian Aiming Tederatioa 
Calenlti suggested that this should be raped to Its 5 a ton Tb^r 
1 owcii r flic cl those eases in which we are convinced that Ihi P^® 
tcction of the basic industrv or raw material would not be to the an 
aantage of the counter ns a*whole Cheap coal js es.ential to mda? 
tries and v.e arc not prcp^ired to recommend anv measures which 'vm 
make coal dealer Moreo'or there is reason to believe that the coil 
industry is suffering from a special and temporary disability ^ 
notorious that the railway facilities for liaiulbng coal have become 
entirely inadequate This serves to restrict the market, and also to 
depicts tlw nr />(' for that portion of the market, vie, railnay com 
panics themselv es to which there is a certainty of being able to make 
dchserv AVc lta\c no doubt that these conditions base reacted most 
unfasoiiraUv on the coal indnstn that till they arc removed no 
measure of protection would bring prosperitv and that when they 
are removed the indu'^fr' will ncul no piotcction The cuie there 
fore lies m a rapid devclopmont of railway facilities as a result of 
winch wo believe that output will bo increa-sed ind a more favourable 
general level of prices will he obtained though tlie price nf coal to 
industries mav actually fall Our general conclusion is that on 
principle there should be no import dutv on coal and wd recoin 
mend that the present duty of 8 annas per ton be removed at the 
earliest opportunity 

llA In the case of partlv mamifnclurcd goods the problems of 
eonllicting interests are more likely to arise 
rurtiym.nnfii'tQrfipot^ « primary raw materials 

The fvvudwaev tal difllcuU' «s that a duly imposed on. partly mauufae 
turcd goods has to be carried on to n greater or less extent into the 
ilufy imposed on any finished articles into who^c composition they 
enter If for instance the fmishcd article in itself requires a pro 
teetive dutv of I" per cent, and if a dntv is imposed on any matenaJs 
which arc used m making the finished article then the duty of V> 
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per cent, ■will have to be Increabcd io compensate for the additional 
co't of naimfatluie caused by the taxation of the partly finished 
goods It follows therefore that the ideal, from the point of -view of 
the tie.itjiiciil ol the fiiuahed goods, would be to Iea\e tue partly 
fini'shcd gooub fi ce. But it may often happen that the partly finished 
goods ako require protection, or possibly the partly finished good? 
may iccjuiic piotection and tjjc finished goods may not. A coso in 
nhicb some adjustment of this nature seems to be called for is that of 
punting ink, on vluch thcic is a duty of per cent , 'while the law 
Eiattinils fioiii ^^hlch it is mamifactuicd in India pay a duty ot 15 per 


cent. The cvisting tariff rates elcarl> operate to the disadvantage of 
this Indian nidustr} Tlie nholc question is essentially a piactical 
one, and no definite piinciple can be laid down The Taiifi: Board 
may sometimes ha\c to decide winch stage of an industry offers 
the best immediate losults, and to gi\c the necessary protection 
to that stage, cither following out the icsults of that protection 
and giuag nhatcicr consequential pioteetion may he aeoessoiy 
to other stages or deciding that the development of the other 
stages is not a matter of immediate piactical politics. These con- 
bidoiatioiis bring out elcarlj the difficulties of dealing with basic 
indubtues by means of import duties An import duty on a basic 
industry maj imolve compcusatoiy duties being placed on a 
number of pioducts •uhich in themsehes may require no pro- 
tection In such eases, as have stated already, the better way 
may bo to assut industries bj bounties 

116 From our general remarks it will be clear that in our view 
ie\enuc duties should^not be imposed on 
0 uyonw nyarn pajjiy juaiiufacturcd aiticles deatmed to be 
u Diked up further m India, unices a lefercnco is made to thg 
Tariff Boaid m legard to the probable effect of such duties on the 
industiies concerned 'While ue liave been sitting howe%cr a duty 
of tins natuie has been imposed on cotton jam, and we therefore 
tliiiik It desii able to make .1 special icfercnce to it. In the early 
dajs of the Indun taiiff cotton jiun was subject to a low duty 
which at the time of the general abolition of the customs duties 
stood at 3i per cent 'When m 1894 the cotton duties ueie 
rchnposod it uas at fust decided that the cscikc dutj to counter! ail 
the import duties should be imposed on jarn and not on pjcce-goods , 
ami nccordmglj in that jear an import dutj- and an excise both at 
the rate of 5 per cent iiere placed on cotton jam This system 
gn\e way m 189G to an excise dutj- on cotton cloth , and it was 
decided that, ns the Indian finished product was to be taxed, the raw 
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material namely yarn should be freed both from excise and Iw 
import duty Accordingly from 1896 until the current }ear * 
import of cotton yarn has been free of duty In the course of on 
tour ■wc received a certain amount of evidence in regard to 
principle of a duty on cotton jarn some witnesses advocatiDgi 
as a measure of protection to the Indian spinning industry w 
otlici-s pointed out the ill effects which they anticipated any sue 
duty would pioducc on the haiidloom industij In the 
jcdi a budget however the Government of India ampelled by too 
necessities of the financial situation ‘proposed tlie imposition of a 
laty at the rate of 5 per cent acl talorci t on imported 
\ain The proposal was accepted and passed by the Lcgislatuc 
We feel that we are not m a position to pronounce any definite 
• opinion regarding the piopiictv of tins dutj But we recomuicni 
strongly that in view of the fact that the duty has been imposed 
without as fai as we aie aware any detailed enquiry into ds 
possible effects on the intcre«t3 concerned and tbat m accordsn*^® 
vrith our general principle no duty should be impose I on a 
paitlj manufactured article like cotton jam until the effect 1 
been carefully analjsed by the Tariff Board the question of the 
continuance of the dutj on cotton jam should be referred at im 
earlj date for mv csti^, ition md lepoit bj the Tariff Board The 
endenee w Inch « c i cceiv cd from those interest cd in the mamtenanee 
of the handloom industrv was that the great bulk of imported jam 
IS consumed by the handlooms that the rise in the cost of the cloth 
which would rcbult from u duty on viiru was likelj to affect the 
demand for the product of the liandloom and that it was even 
probable that the handloom weavers owing to their ill organised 
condition might not be able to pass on the whole of the dutj by 
raising the price of tlicir cloth and that therefore the dutj would to 
some extent have to be paid directly out of their own pockets 
Tins it was felt would constitute a I cavy burden on a poor class 
with small resources It v>as further urged that m the coarser 
qualities of goods the liandloom weaver is m direct competition 
with the Indian power looms and tl at a dutv on yarn would con 
fer a clear advantage oti the power looms The weaving mills 
for the most part obtain their yarn from their own spinning depart 
ricnts and consequently the cost of the v arn which they use will not 
I e affected 1 j the import diit' The handloom w cav ers on tlic other 
nnnd having to purtlnse v im in the market will undoubtedly have 
to paj a price which takes into account the import duty, whether they 
purchase imported or Indian made yarn The Tariff Board wall 
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have to examine the validity of these contentions and also the 
question v'hether any duty on cotton yam is required for pro- 
tectue purposes, for though the present duty has been iiipo«ed 
by the Government puiely in order to raise revenue, the advocates 
oC the duty regard it with s-tisfaction as a measure of proltctiou 
117 We have now stated generally the principles in aecordauco 
with which wc hold that protective duties 
maj be imposed But the function o£ the 
protection wi en the cii Jjtate IS not Completed when a duty has 

coBstances luatilj tUie , ^ tr i i j* ii _ *1,- 

been imposed If protection follows the 
lines which we contemplate, most of the protected industries will 
after a longer or shorter period he m a position to dispense with 
protection altogether or at any rate to maintain themselves with a 
'considerably reduced measure of assistance No one who has studi 
ed the history of protectionist countries can be blind to the fact that 
It 13 far easier to impose a protective duty than to reduce nr abolish 
It As an industry grows economically, its political influence also 
grows, and it is m a position to exert considerable pressure on the 
body that lias the power to modify the duty It may be accepted as 
tbe general experience that protective duties are continued for too 
long a period and at unnecessarily high rates It is true that, 
under a system of piotection when the local producers are m a 
position to supply the entire local demand and are as cfScient as 
their foreign rivals the protective duty becomes largely, if not 
altogether, inoperative Bui this condition may not arioo for 
many years^ and m the cg^e of some industries may never arise "We 
hav e to consider therefore what measures can be taken by the State 
to regulate and when they have fulfilled their function to remove, 
jnotectivo duties Some witnesses, realising the difficulty of rediic 
lug or abolishing a duty m opposition to tbe vested interests which 
are likely to grow up suggested that when a protective duty is im 
posed It should be imposed only for a definite period, at the end 
of which it should automatically cease We fear that a scheme of 
this kind would be too drastic It 'is not possible for legislators to 
foresee the future conditions of an industry If, for instance, a 
ViTJrt: VnifA. oS- li'b ■fl'i.'nj ifniviA on. ptoteCtiou given to a 

particm ir industry, it might happen that within the period of 15 
years new conditions arising might make the protection of the 
mdustrv ns essential at the end of the period as at tbe beginning 
Protection in such a case would inevitably be extended But 'a 
time limit which v'as not nlwavs observed would soon lose all its 
etTectiv eness To av oid such a contingency the Government would bo 
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tempted to fit n very di'itnnt time limit so di^staut ns to giye ' ^ 
rcnl scciirit\ to tlic ennsumer And indcecl it must V conceded a 
the period required for the estnMisliment of nn industry wi iaf> 
ordmiirily he short The enunent Amcnesn oconormst ^ 

Tiiussif*, Mlio A\ns the first Chniinmi of the United states Tail 
Commission writes “ T)ic Iciipth of lime to he allowed 
experiment hlinuUl not ht too !nicf Tit jears nre not cnou?i^ 
tncntv ^cars innj he rcisomhU oxtemltd , thirtr scirs nr n 
lie ossnnly unrensonnhle ’ It is hiidlj to ht expected thita' 
industrj Mould he nhle to c tnblisli itself in India in in> s’l rfet 
period linn is irqiured in so hifdilv dcselopcd a counted 
ns tilt. United States It would he ncecssars, therefore either 
to fix n time limit so remote as to Inse little practical nieaniiip 
or to fix one m hicli inipht m oil prose inadequate and M oiild cert ami' 
fail to giio the mdustrj that feclinjr of secnrit' for the future 
winch IS one of tiie most important losnlfs of n policj of protection 
Wg feel therefore that the scheme of a time limit is not reallv 
practjcablo and tlint the diflltultics uliioh it m as designed to obantc 
must ho faced m some other waj We tliink tint the onlj ruethod 
hy wlucli the State can satisfactoril> maintain its control over 
protected lodtistries is that the TaiilT Boaid phould be charged a\ith 
the duty of Matching the elTect of the protectne duties imposed and 
making from time to time such recommendations as it maj think fit 
We do not think it is possible to laj on the Board the duty of report 
ing in regard to each industry after any definite stated period But 
on the other hand it is important that the direction to watch the 
effect of the duties should not bo expressed too generally for in that 
case ave do not anticipate that any practical result would ensue 
We recommend therefore that the Tariff Board sliould be directed 
to review periodically the protection giaen to industries the period 
of review being left to the discretion of the Board but that it should 
be understood clearly that the resiew when made should take the 
form of a definite enquiry into the condition of the industry and the 
desirability of continuing the dnty at the existing rate 


118 These recommendations apply primarily to industries mIhcIi 
are thriving under protection It is possible houeaer that some 
industries to which protection has been extended mil not fulfil the 
expectations on which protection avas granted The Tariff Board 
Bhonia bo chnrged wjti (be task o£ uncsfisatins the comlilions o£ 
soeb radustno, nafl ,£ satisOed that protection has not succeeded 
and that there is no prohabilitj o£ its sacccedino it should recoin 
mend the withdrawal of protection 
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119 "We hsTG nlreidy evplimed that we contemplate a tariff 

ot »ol ■“'”S ^•>'^>5' I”' “/ 

reqninns-protection protCCtl’lC dutlCS , and WO ilR^C HOW tO 
consider ulietlicr ana piinciples can be laid doavn. for regulating 
the rates of taxation on aiticles to winch protectionist considera 
tions do not apply Tlic mere fact of an article not requiring pro 
tection will not justify its being taxed without consideration of the 
effect o£ such taxation on other industries e base recommended 
for instance that there should be as a rule no duties on raw materials 
Similar considerations apply to the case of semi manufactured 
articles 'which do not go straight into consumption but are used in 
the pioeess of mainifictuic of anj mduatij in India Any taxation 
imposed on such articles reacts on the industries which use them 
and consequenth will either injure those industries or will neces 
^sitatc the imposition of some compensatoiy duty "We ha\e already 
referred to a conspicuous example of such a case in the duty on 
cotton jarn From the protectionist point of \icw it is clearly 
desirable that articles of this nature should be admitted at the 
lowest possible rate of taxation and if the rciemie necessities of the 
Government force it to contemplate the imposition of taxation on any 
suen article it should not he imposed until th<» Tariff Boaul lias 
been consulted and has gnen its mcw as to the desu ability of taxa 
tion from the protectionist point of iiew 

120 When protectionist considerations do not arise we see no 
reason why the Goicrnment should not impose retenue taxes m 
accordance with the recognised principles which goxern such 
t iMition When a large rexenuc is required it is gcneial'y ffund 
that taxation has to be imposed on articles of almost umcisil 
consumption which iua\ be clisstd as nccessaiies but m general 
ths necessaries of life bboiild be taxed as lightlj as possible High 
duties mas icisonibl' be leaied on luxuries proMded e<>re is 
tal en that the duties are not pitched so high as to pass the point 
of niaiiraum productmtj 

121 When the SI stem tli we contcmplite is m working older 

„ T' ■K’uvrf.VM IVft ft -uns 

the period loterTcn o" beforo Claim to protection Will have had its case 
0lV.“JlS imrstig-itMl Ur the TantC Board and pro 

tcction will either haae been granted or 
( (’Tiled In coTiscqneiice any duU which has not definitely been 
dccJaTcd t(^ \ p n prolcctne duty or avhich has not been fixed 
with roureuct to the principles indicated m paragraph 119 will 
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tempted to fix a verj di<itant time limit, so distant ns to 
real pociint\ to the consumer And indecH it must he conce e 
the period required for the estahlishincnt of an nidustrv 'vi 
ordiniinlj lie short Tlie ciiiincnt Amcricsn economist y ^ - 
Taussip svlio uas the fiis>t Chnitmtn of the United States ar 
Commission v rites “ Hie length of time to ho nlloired 
experiment should not ht too hnef Tor jears are not cnou ^ 
tuentv \cars maj he reosomhU ctteiukd , tliirtr scirs sr a 
lie esssrily unreasonable It is hirdlj to he oxpoctccl tin i 
industry uould he ahlc to o tnblish itself m India m aD\ s or ci 
period than is required m so hiphlv dc> eloped a 
ns the United States It tronid be necessnn, therefoie ci 
t fix a time limit ko remote as to base little practical meaning 
or to fix one uhich might well pro\c inadequate and would certain ' 
fail to puo the industrj lint feeling of secunta for the futiin 
avhich IS one of the most important results of a pnlicj of protection 
'\Ye feel thcrelorc that the scheme of a tunc limit is not rcalh 
practicable and that thodiflicuUieR uliich it uas designed to obaiat 
must be faced m some other waj Wc think tint the onlj motho 
by uhicli the State can satisfactonlj maintain its control ove 
protected industries is that the Tarilf Boaid should be charged wit. 
the duty of aratchmg the effect of the piotccti\ o duties imposed an^ 
making from time to time such recommendations ns it maj think fit 
Vt c do not thinl it is possible to laj on the Board the duty of report 
mg in regard to each industry after anj defrutc stated period Bu 
on the other hand it is important that the direction to watch th' 
effect of the duties should not be expressed too generally for in tha 
case we do not anticipate tint an> practical result would ■fensue 
"We recommend therefore that the Tariff Board should bo directed 
to res lew periodically the protection gxicn to industries the period 
of revieu being left to the discretion of the Board hut that it should 
be understood clearly that the renew when made should take the 
form of a definite enquiry into the condition of the industry and the 
desirability of continuing the duty at the existing rate 


X18 These recommendations applj primarily to industi les ax Inch 
are thriving under protection It 13 possible howeaer that some 
industries to wliicli protection has been extended uill not fulfil the 
expectations on which protection was granted The Tariff Board 
should be charged with the task of imestigatmg the conditions of 
such industries and if satisfied that protection has not succeeded 
and that there is no prohahilitj of its succeeding it should recom 
mend the withdrawal of protection 
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J19 "We h-iYC already cTplamed that wc contemplate n tariff 
T.>.t.o» o< .rt*. .ot ='>’>" ■■‘■"S Partly of revenue and pailly of 
requinng protection protcctHC tlutica , anu Tvo bave now to 

consider olicther am pimciples can be laid down for regulating 
the rates of taxation on articles to oliicli protectionist considera 
tions do not apply 'liie mere fact of an article not requiring pro 
tcetion will not justify its being taxed without consideration of the 
cfTcct of such taxation on other industries "W e haa e recommended 
foi instance that there should be as a rule no duties on maternls 
Similar consideiations apply to the ease of semimanufactured 
articles which do not go straight into consumption but are used in 
the process of mauuf letmo of anj uuUistij in India Any taxation 
imposed on such articles reacts on the industues which use them, 
and consequenth nill either injure those industries or will neces 
sitate the imposition of some compensatoiy dutv We have already 
referred to a conspicuous example of such a ease in the duty on 
cotton jam From the protectionist point of vicvr it is clearlj 
desirable that articles of this nature should be admitted at the 
lowest possible rate of taxation and jf the retenue necessities o£ the 
QoTcrnmont force it to contemplate the imposition of taxation on any 
suen article, it sliould not be imposed nntil thf* Tanif Boaiil his 
been consulted and has given its view as to the desirability of taxa 
tion from the protectionist point of view 

120 When pioteetionist consideiations do not arise we see no 
reason why the Government should not impose revenue taxes in 
accordance with the recognised principles which govern such 
tivation When a laige rcvtniie is required it is geueial'j fnind 
that taxation has to be imposed on articles of almost umveisvl 
consumption winch nia\ be c! ssed as neeessaiies but in general 
tin- necessaries of life should be taxed as lightly as possible High 
duties maj lei onabh be levied on luxuries provided cire is 
tal eu that the duties are not pitched so high as to pass the point 
of maximum productivity 

121 When the s stem viliich we contemplate is m working older 

ol ,n T i-'-' 

tiopcnoi intorTon n- before « Claim to protection Will have had Its case 
inM-,tig-.tccl bi the Tir.ff Board and pro 
teition will either have been granted or 
ihnied In consequence anv dntv which has not definitely been 
declared to he a protective diilv or which has not been fixed 
with reference to the principles indicated m paragraph H9 will 
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l)Q rfRiilnlrd fioMj jii nerniilnni'i \iiih ilir flnflDPiJjl DLed? of the 
Oovmimoiit Wo loto^’msp hnu<\«» llmt llioro amU lie* n tnnsi 
li )H jKiind wlult !li 'I 'll lA lie mil i'* )»»1 >1*? jnAnl pj'iiuiri''s 

It hnpppn that »i» tlm mtiunl llu tioMininont vi^lied on 

ic\(nnc grounds to diininisli n iltiU a\1up 1» the jiulustry concerned 
mit’lit cimin nna pxoicisin^ n protective lAcct Should such a case 
niise wo liiiie no donht that the luduMn would not Inch spohc'emen 
wlui nould icijiipst the postj>om.mcnt of the nllerntion of the duty 
until the 'Inuli. Hoard had reported on the mnotmt of protection if 
im\ riquiud tu\d we lUni m t msitleim^ mij snth cj''' 

liiG ^■^.nelu! principlc'i of onr rocoiumendiitions should he borne 
111 mind It myht aK> hippm tluit smie im)Hitint jndii-'tiy 
needed nmncdiate assistance before the TnrjiT Homd Imd come into 
existence In such a case we should not cspcct Government to 
feel itself (Kharred from considering the elmms of tlic industry, nndp 
if satisfied, recommending to the Higislatiue the grant of the 
neccssarj help, pending fuller investigation hr the TarilT Board 
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CHAPTER VIII. 
Supplementary Measures. 


122 We have given our reasons for advocating a policy of pro 
i more Mu lo ttctmn m India and i o Invc olltliueil iho 

rnmaiy edncotiott piiociplcs in accoxdaJicc x\itli that 

policy should he ipplied But it is clear that the mere imposition 
of protective duties however aeicntifically contrived, will not 
by itself produce that full industrial dc\elopmcnt which we desire 
The Indian Industrial Commission pointed out that a factor which 
has tended in the past to delay the progress of Indian industrial 
development has been the ignoianct and conservatism of the un 
educated workmen ”, and we wish to lay stress upon the indisputable 
truth of the statement The quality of Indian labour can only bo 
raised by an improvement in the education of the labourer, tvliioh 
will lead to a liighei stamlaid of intclligeiiee 'ind a highei standard 
of living Wc feel that the type ot primaiy education it present 
gi\en in India is not alwiys, suitable to the de^elopmeDt of a moie 
efticicnt induatTial popuWtion We would suggest that the primary 
school curriculum should include some foim of manual training and 
that the educational ^stem should be devoted far more th in at 
present to the awakening of an interest in mechanical puisuits If 
a more practical and industrial turn can be given to prnnaij cdu 
catiou the diiBculty to which wc lia\e already referred m legard 
to the supply of industrial labour xiould bo likely to dumnisb Tht 
difficulty as wc have cvplaiucd consists not m anj real paucity of 
fiupplj but in tile conservatism of the agricultural ehsscs and tbeir 
reluctance to seize the oppoilumties for more profitable employment 
which are open to them A gieater familiarity with mechanical pur 
suits induced by early training would go far to remove these pre 
judices 


123 It is not onlj in the lower ranks of labour that an improve 
i" necessary Too long 
has Iiidii been dependent in the more 


skilled branches of industry on impprtcd labour, and nothing is 
more likely to cheapen the cost of production in Indian industries 
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than the rcplaceinent of impoitcd skilled labour b> equillv cfficien 
Indian hands dise W il this nn\ bt a luattci of somi- time ac 

difficulty though in tlic cotton industrj the procesa has alrcjdy 
adniiccd considcnbh It Ins been suggested to us that m order 
to expedite the pmetss the Goioinmeut should railc d 
obligttoi> on all induslrnl cincerns m Indii to pivo facilities 1 r 
te hmcil tnuniiu ti Indi n ipprciiticcb feu hoi e’tr, that 

the tinimi ^ j.i\ n iimki such ssstiii of compulsion wouH 
be of little 1 aluc iiij 11 c bclicie that economic forces b> theuiselies 
arc rap dly producing tbt results ninth some Mould endeaiour 
to s cure b> le isl it i n In | 1 1 d I il t at in Indi i is ii )\i so d u 
that industrial toiuein art driion bj regard to their oirn 
iiitcitsts to Clide 11 ui t li 1111 Indi mid in to tal c its idn 
12-1 Iheic is one diicctim houcicr lu nhich iie consider that 
Guicnnicnt could iiith adianligc tnl e action ^^e thml that 
iilitnciei in p ilinl C oatiiiiiitrt iidtrs aic placed nitli hri'ts 
outside Iiuln n*. f il e conditions of tin. tender should he tint 
the fiimis should il icqimtd i^itc t alT nl laeilities foi technical 
training to Indnii anicnticcs sent bj the Cioi eminent of India 
The competition foi liid in oidcis is so greit tint in piactico we 
helioie fc 1 fums iiould decline to accept sneh i condition and 
consequenllj the adoption of (he policy iionld entail no apprcciahlo 
extra cxpcndituie on the btilc We obserac tint a resolution m 
this sense Mas moacd in tlic I><.j,islali\c Vssembly ly Sii \ithalda3 
Tliacl erocy on the 23id September 1121 and was treated 
sympathetically by the Ooaernment 

125 AVe ha\c icfcircd t the necessity of inoicasmg *1 c supply 
In rcaeed iiicl>»l ty of I s ill lU labour ami ba^c suggested that 
labour belter methods of cilucation might tend to 

acticae this result We think it is ] ossiblc also tliat the existing 
supplies of labour might be made more mobile by some sj stem of or 
ganisation The tea industry already takes special steps to secure 
foi itself the labour it requires and mc tluuJ it is jiossible that other 
industries might Mith advantage to themselves develop Boibe similar 
Bvstem 

120 There is another subject and one of a more contentious 
n 0 railway rates policy mature which has an important bearing on 
rnduitrtes*^'’'*' tbc Bucccss of thc policy of protection which 

Me advocate It has frequently been urged 
that the system on which railnav rates are fixed is injurious 
to the interests of industries It is not inconceivable that a policy 
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of protection to nulnstric'? iniRht to «?oino extent be nullified by 
injudicious railuay rates, or it might be found that in consequence 
of such rates the tariff protection required by on industry, ond 
consequently the penaltj on the general public, uas higher than 
it otherwise would be The Indian Industrial Commission received 
much evidence m regard to the alleged handicap imposed on Indian 
industries by the railway rates policy, and devoted a chapter of 
its report to considering this question Similar evidence was given 
before the Railway Committee which sat last year, and we have 
received complaints from persons interested m industries in many 
parts of the eountrj to the effect that the sjstem of railway rates 
operates to the disadvantage of Indian industry 

127. Broadly speahing the charge is that the rates are so 
framed as to encourage traffic to and from the ports at the expense 
of internal traffic This means an encouragement to the export of 
raw malcmala and to the Hoport of toreign Tnannlactn.ifes to the 
detriment of Indian industries, which often havo to pay what are 
described as unfair rates both on their raw materials transported 
from other parts of India and on their manufactured articles 
despatched to the various marhets We had the ad\sntage of 
discussing the existing pohev of railway rotes with a member of 
tin Rsiluaj Board supported b> i epresentati' es of the East Indian 
ond the North IVestern Radnajs We vicre shown that in more 
than ono instance the rates mentioned to us by witnesses were 
incorrect, and that the facts did not support the allegations made 
The official view of the matter is that the complaints are largely 
unfounded and that the railway companies are fully alive to the 
impoitance of encouraging Indian industries In support of this 
V lew v\ c were referred to a circular issued by the Railway Board to 
all railw ay companies on the 18th May 1915 In this circular it 
v\ IS pointed nut tint the e^tiblisliment of industiies cannot fail 
direcllj or inilirecth to increase the business of the railways, and 
that the administrations of railways have it in their power to do 
imicli for the encouragement of new industries by the quotation of 
favourable rates for the carnage of the raw materials and of the 
finished products , and the railwav companies were asked to co» 
'perate in mn! mg a special endeavour to do all tlint was posjible 
for the encouragement of mdigcnons industries The principles laid 
down m this circular are bevond dispute The recommendation 
made is enc v\luch we entirely approve Byt we feel bound to 
point out that this circular was issueil in J915, that the Industrial 
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Commission reporting m 1918 drew attention to complaints 
indicating conditions quite incoiisiMeiit with the policy enunciated 
in the circular tint the Itoilwa^ Committee in 1921 received similar 
complaints and that c\actlj the Mine tompHints were made before 
118 m 1922 IVe cannot helitie tint these conipHints are entirely 
without foundation In spite therefore of the sympathetic attitude 
of the Kailwni Hoaid and in spite of the fact tint this question ha* 
aheady heeii dciU ivitli hi two important Commissions withm the 
last fom jcais wc tlunlc it neccssiri to refer to the matter briefly 
in the hope of oniphnsismg points which appear to be accepted 
generally in theory but do not nlwais^ seem to be translated into 
practice 


128 "Wc cannot do belter than state oiu general agreement 

,1W, .io.w *'■” Muf™’ 

govern ti 0 poi oj of raiiwiiy Commission on this question and m 
particular endorse the following of its 

recommendations — 


(1) “The governing principle which we thinlc, should he 

followed m railway rating so fai as it affects indus 
trios, IS that internal traffic should be rated as nearly 
ns possible on an equality with traffic of the same 
class and oi er similar distances to and from the ports ” 
The Industrial Commission .pointed out that this principle 
must of course admit of mimi'rous exceptions but they pressed for 
its acceptance as far as possible in the case of raw materials con- 
veyed to or manufactured materials conaeyed from Indian manu 
facturing centre'^ We agree with them in thinking that the accept 
ance of the piinciple woidd remote most of the existing complaints 
and would tend to ha^o a beneficial effect on Indian industries 
We specially endorse the recommendation that maclimer^ and 
stores destined for industrial use m India should be transported at 
the lowest rate possible 

(2) “ We think that railways should accept the principle which 

IS followed in some other parts of the world, that a con 
sigmnent traaellmg over more than one line should be 
charged a single sum based on the total distance ” 

If such a policy is feasible, we think that it would tend to 
remedy some of the existing disabilities under which internal traffic 
suffers But we cannot ignore the fact to which the Industrial Com 
mission also drew attention that extra cost is incurred by the Ime 
which handles traffic over only a short distance, and we are not jn a 
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position to bc^^ uhctlici the bolutjon suggested hy the Industrial Com- 
mission of granting suitable allowances to the less favoured line 
when duidmg the total pajments between the railways concerned 
would involve serious practical difBculties 

(3) "We recognise with the Industrial Commission the danger of 
a policy oi individual concessions to industries and of treating railway 
rates as an indirect method of subsidy by the State But vre think 
that within the limitations laid down by the Industrial Commission 
it IS not unreasonable that special rates should be granted for a term 
of jears to new industries, and e\en to others if they can make out 
a proper case for special treatment We do not contemplate that the 
investigation of such claims to favourable consideration should be 
part of the duties of the Tariff Board 


129 We notice that the Railway Committee ha\e made a 
„ , , , pioposal which if accepted may go far to 

wpOT 99 II tiu9. xemove the existing complaints They pro- 

pose that a rates tribunal should be set up which should have the 
power to give a fair judgment as between the trader and the railways 
This would reinovf- the complaint that is sometime? made, that 
hitherto the trader has had to appeal to the railway against its own 
decision We tliink tliat if the first recommendation of the Indus- 
trial Commission cited in the preceding paragraph is accepted, and 
the rates tribunal is es<-ablished to adjudicate in any cases of special 
complaint, the whole sjstem of railway rates will be placed on a 
much sounder foundation, and there will be little fear that the lail 
way policy will adversely affect the development which the tariff 
policy IS intended to achierc 


130 We reccned not a little evidence of the inadequacy of the 
ImpToyoiaeat it) rwiiwy facilities it pieseiit provided by the railway 
iftoiutici companies This bower er is a fact lu the 

existuig transportation sjstem of India which is well recognised, 
IS due to well luiown causes and la m process of being remedied as 
rapidly as money can be proridcd We hope therefore that the 
development of oui policy will not long be impeded by the present 
deficiencies of the railways of India 


131 Soincwliil pinlkl io tlu compl»int<! iboul railwar lates 
Lowering of Coastii #hip "irc tbc complaints which wo have received 
plngrjites about Coastal shipping rates The causes 

arc different, but the results arc Rtated to be the same, namely, 
that Indian goods are handicapped in transmiesion in comparison 
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go(ds from forcigr cowiitncs Kites ha^e been quo e 
sIioiMug n great dispintN beltrccn the charges on goods s pp 
from one Indian port to another and those on goods 
hetucen Indnn and foreign countries Such disparities 
than neutralise the natural protection arUieb on industrj 
expect to recene in its own country bj reason of the 
foreign manufacturing centres The cause of the high rates in 
Indian coastal trade can according to their critics be snmnie p 
in the one word monopoh It is suggested that the ejis mg 
njonopoh can best be met b\ the development of an Indian 
inercanliU mmnt \s in <<nn etitn «ith tl - resolutmii m ' c 
Ij bir bnaswami Aaaar in the Le^islatiae Assembly on the 1-^ 

Januiri I92J the Government of India has q, accepted the necessity 

of a thorough enquirt into the measures needed for the cncoura'’e 
ment of an Indian mercantile roaniie it is unnecessary for ns (n 
do more than express our belief that a successful issue to this pohey 
should haac a favourable effoet on coastal freight rates and assist 
industrial dcTelopment 


132 Th^re is ho« evor'nne special feature of the existing system 
^ , to which we think it necessary to dravf 

ppigM a «i attention The svstem of shipping lehatcs 
IS one of the strongest buttresses of monopoly It is clear that an 
arrangemeut whereby a certain percentage of the freight paid i« 
returnable to the shipper at the cod of twelve months provided 
no cargo is shipped by any outside line is a poxrer£til weapon for 
znamtavnlng a chipping monopoly Other countries have recently 
legislated against this syrstfio and we think that the Government of 
India should make a thorough enquiry into the desirabibty of 
initiating similar legislation in India 


133 Wc liave discussed the possibility of protection being 
Mcfteare* agusit neutralised owjog to the existence of nafaxr 
dump nc railway or shipping rates Bnt there 13 

nnotber important class of conditions whereby the protection 
designed for an industry may bo dimuuehed or cancelled Dumping 
has been for many y ears a subject of complaint among manufacturers 
who considered that they were subject by such methods as the word 
IS genvaaVy -oitrfa-itAwa tn inmiy, to the unfair competition of 
foreign industries But it was not until the consideration of 
economic problems after the war was taken up that dumping began 
to loom large m the public mind in most countries as a aenous 
national danger h,o one could foresee the nature of the economic 
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competition after the war and there was a general feeling of 
nervousness in case enemy countries in particular adopted tins 
method for re mtrodueiug their industries into the markets of the 
world The actual course of events has not accorded with the 
apprehensions tnteitsined, while the issue of the war was still 
undecided, by the Governments which took part m the Pans 
Economic Conference But the ideas at that time engendered gave 
an impulse to the common sentiment, and resulted in a large nuiiibf r 
of measures designed to prevent damping 

134 Dumping is a word which in common pailance is 

frequently used to cover any kmd of severo 
Dcfiutinn of dumping wcU as Unfair Competition But the 

practical definition of the term which emerges from a general study 
of the l“gislation directed against it is the sale of imported mcr 
chandisc at an F 0 B price lower than the prevailmg market 
or wholesale price in the country of production In other words, 
the dumper sella to the foreign consumer at a lower rate than to 
the domestic consumer 

135 It 18 necessary to see how such a condition arises and why 

^ It should pay the foreign manufacturer to 

seanw* supply the consumers of other countrte> on 

favourable teiins The most ordinary way in which dumping may 
arise is as the result of o\er production, a sudden fall m demand 
leaving a surplus stock to he disposed of Instead of reducing output 
too drastically it may pay manufacturers to continue prodiieing 
quantities somewhat m excess of the real demand, and to get nd of 
the surplus at almost any price they can obtam In this way a 
country may find itself supplied with dumped goods owmg to what 
may be described as accidental over production But it is possible 
that this process may become more systematic In a country in 
which the home manufacturers have in consequence of a tariff a 
monopoly of the home market, and can thus keep up prices there, 
and in an industry which benefits by mass production, it may paj 
the manufacturers to produce much larger quantities than can be 
consumed in the home marked jirovided the surjilos can bo dis 
posed of at a price which cosers the bare cost of manufacture In 
such cases there maj be a i^stcmatic process of selling goods abroad 
at a price below that at which they are habitually sold at home 
Finally there may be exceptional cases in which an industry deli* 
b^ratclv supplies goods at a loss with a new to extinguishing a 
foreign industry and thereby seeding a monopoly of the foreign 
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maikct in iho cspcct itun tliil it will rccftu\i its losses br enhanced 
prices wlicn its ii\ ils ha\c been ilmcn out of existence 

13G It reiii uns to (.ousidii tlu cfint i E (liimpitirT on th*’ tmmlr' 
wliieli recenes the ilumpeil goods It 
itsiffcctB ^ provided the 

couiitij itcciMii" the {,oods iicitbu ju imifncturcs nor Wishes to 

niamifscturc ^ ods cf i similn I mil it icceucs no lojiirv, but a 
clcii gam fiom giltmg goods at particularly Iom latcs The injury 
til it duinpms maj do is oul> to tUc industries of tUc countn lu o 
Mhith till, goods ut luini mI If the dumping is puielj casual 
aiismg fiom some tcnipm ira imscalculation of production in aiiatlicr 
country llie injiin done to industiies is also temporary and 
casual and is probabh not of siifTitient significance to demaud 
special pioteotnc measures If the dumping on the other hand i** 
of u moic sistcmatu nature the injury done to the liome industries 

IS 111 oly to be nn K sin ms It produces n feeling of msecuriti , and 

may uell dcmind Mine speeiil mtasiires In the third case, where 
the dumping is doliberatoh deMgiud to iksiroy an industry m 
order to secure a Mib'scqtunJ monopoly it would be clearly incumbent 
on the State to t ikc nud^uus to picicnt the bnccc's of such a policy 


1J7 Dumping being defined uilh reference to the price of the 
Difficulty of yioTiBs the a foreign market it is naturally a 

exicUfttoof duiBiin, m itter < f considerable difficulty to prove m 
any puticnlu case thit dumping is taking place and it is not 
easy to say whctbci it the piesent moment any dumpmg into India 
IS m progress The Pat i lion and Steel Company Limited gaae us 
snine ficUies pmportnv 1 » si ow that Ln„ltsh Mcel was b mg sold 
below the cost of nroduction The paper industry also complained 
that English and Gemnn pipci was being dumped m In ha md 
there haae been allegitmns i ~ t^j *. 

svhieli indicates dwrapitig 
be said that dumjnn^ has I 

obvious that proof avill always be hard to obtain Corroboration of 
these statements can only be obtained from reliable agents m foreign 
countries and the expense of maintaining such agents m more than 
a few countries would be aery considerable 'We understand that 


tlic Canadian anti dumping legislation has been worked with fair 
success because it is comparatuely easy for Canada to obtain 
icliable uitonnition resardmg prices ui the Omled Stalra, ivhich is 
the mom bourcc of her imports But la countries less farouroMr 
Situated the collection of information would be more difficult 
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138 The legislation in Canada was the prototype of most of the 
Legislation in oti er Icgislabon against dumping Its mam 

eonninei Outlines as follows Action is restric^’cd 

to the case of articles of a class or kmd made or produced in Canada 
The question whether goods are dumped is decided by comparing 
the price at which they are sold for expoit with the fair market 
aalue of the same goods when sold for home consumption m the 
country whence thej aic exported IE the e\poit price is less than 
the fair market taluo m the exporting countiy a special additional 
auty IS levied on them on import into Canada equal to the difference 
between the two prices The Act passed by the United States m 
1921 differs fiom the Camdnn Act mainly in the fact that no action 
IS taken until the Secretary of the Treasury after such mvestigation 
as he deems necessaiy records a finding to the effect that in the 
first place the importation of a certain kind of foreign goods is 
injuring or is likely to mjurc an industry m the United States 
or 18 preventing any industry from being established , and m the 
second place that such goods arc being or are likely to ho sold i \ 
the United Statcb at less than their fair \alue The British Safe 
guarding of Industries Act is in one respect similar to the United 
States Act in tint tlie application of the dnmpin^ duty is not as in 
Canada automatic but is piocedcd bj an enqmrj The enquiry m 
the United Kingdom howescr is o£ a more cleaborate nature than 
that m ihe United States 

139 In \ lew of the comparatu clj few cases m which dumpuig 

SnggcBtea ^ alleged we do not think 

lorinrta it expedient to recommend the enactment 

of a measure against duinpin" such as that in force m Canada 
which las geiiciai and immediate effect At the same time the 
possibility that action ma> be required cannot be ignored more 
especiallj in moa of the fact that the recent anti dumping legisla 
lion passed m so mans c< nntnes ndl tend to concentr L such 
dumpang as ma\ lile place on those countries vhich hase not 
protected themschis \\e therefore recommend that the Go\eru 
roent should consider the disirat d»t\ ot mtr duemg a measuio more 
on the lines of that passe 1 m the United States whereby power 
should be tal on to impose a dumping duts when after enquiry bj 
the TnufT H ard it Ins Inn established that dumping is tiling 
place and that it is mjurin^ or is likeU to injure an Indian industry 
The Customs Tariff (It hi tiics J*rts nation) \ct 1021 passo 1 Is 
tl Commonwealth of Anstralm in December 1921 contains a 
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proMsinn IliinK would lie poriPTally sintaWe to Indian 

ponditioiis Section 1 (1) and (2) of the Act runs as follows — 

‘ If tlic Jlinistor Rilisfied after cnqnirj and report 

Tarifl! Board, that froods exported to Axistralia, whic 
arc of a class or kind produced or manufactured m 
Anstrnln ha\c been or arc being sold to an importer 
in Anstinlia at an export price which is less than the 
fair maikct aalne of the goods at the time of Bhipmont 
and tint detriment mij thereb5 result to an Australian 
indnstrj the Minister may publish a notice m 
Oazettc Rpeeifjing the goods ns to which he is so 
Bstisflcd ” 

“ Upon the puhbcation of the notice there shall be charged, 
collected and paid to the use of the King for the purposes 
of the Commonwealth, on those goods imported into 
Australia a special duty (m this section referred to as 
' the dumping duty ’) ” 

It will of course he understood that the enquiry by the Tariff 
Board must be conducted with all possible expedition, so that if 
dumping exists the period during which the industry suffers may 
b( reduced to a minimum 

140 A kindred problem which has been agitating the public 
Y ^ « mmd recently is the possibility and the 

Imrerts from countries m, ,1^/,. ^ / 

which the eschuKTo la (lesirabiiif j of taking special sction against 
■otieuely depreeiited of s country whose exchange IS 

BCnously depreciated ProMsions to deal with this danger arc 
included m the British Safeguarding of Industries Act and in the 
Australian Act to which reference has just been made We realise 
that a depreciated exchange may gire rise to serious temporarv dis 
tnrbance of the normal course of competition But this situation is 
likely to be temporary only When the exchange of a country ba« 
Rtnhilised itself eien at a xory low figure the necessary internal 
adjustment of prices will take place , and after a period the low 
rate of exchange will cca«c to be of any advantage to the country 
m its export trade Here again we do not wish to recommend that 
anv action should be taken without full enquiry by the Tariff Board 
We consider that it would be adxisable to include in the anti dumping 
Icgislatiomilrcsdy recommended a clause which will give power to 
the Qo\ ernment to take action, if after enquiry such action appears 
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to be necessary The provision of tho Australian Act runs as 
follows • — 

“ If the hlmister is »3tisfic<l, after enquiry and report by the 
Tariff Board, that the exchange value of the currency 
of the country of oiigm orexpoit of iiij Ins dtpre 

ciated, and that bj reason of such depreciation goods 
have been or are being sold to an. importer in Australia 
prices which will he detrimental to an Australian industi\, 
the Minister may publish a notice m the Gazette specify 
mg the country as to the exclnnge value of the cunency 
of which he is so satisfied, and the goods originated in oi 
exported from that country to which in his opinion the 
provisions of this section should applj ” 

A clause of this nature ehould prove an aroplo safeguard for 
any dangers that may he nnliciinted from cxpoits fiom a country 
with a depreciated exchange 

141 If action is to he taken to protect Indian industries against 
CountetysiiiMAutiejagMiiet the action o£ individuals in foreign couji 
export boMtieB tries lesultmg m dumping, or against 
Buch general conditions as arise inevitably from a temptnnly 
depreciated exchange it is clear that protection should equally be 
afforded against any deliberate action of a foreign State tending to 
btimulate its exports at the expense of any Indnn industry But 
this branch of tho suh 3 ect is already covered by Act of 1899 
which was passed m order to deal with th^ export bounties on sugar 
The Act 18 worded geneially and provides that where any copntry 
pajs directly or indirectly anj bounty upon export the Cxovevaior 
General in Council may Ij notification in the Gazette of India 
impose an additional duty on impoitation mto India equal to the 
net amount of such bounty This provision appeal's to giv e all the 
secutity that is required to counteract any system of export 
bounties and provides an oppoitunity for any industry which feels 
that it is being handicapped hv such export bounties to approach 
the Government of India with a view to the imposition of counter 
vailing duties 
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CHAPTER IX. 

The Principles of Excise Duties. 


1 12 The taxation of locally produced goods is a factor ^hic\v 
. must be taken into account in any scheni'' 

T\vciva,t tool ete\9o ivilua , , , . ttiiv 

Btid tfe rommoditiM ott of protection, bccau'c such taxation i-*-* 
^hictirteyareuvi^i neutralise the protective eftcct of 

duties tVe proceed therefore to examine the economic prineipl*'^ 
which maj be held to justify the imposition of 0 x 01*50 duties, and the 
limitations which ordmnrily apply to this form of taxation 


143 E\cJ»e duties or excises as they are sometimes called may 
be defined as taxes leticd on commodities produced mthm tlu 
coiijitrj and destined for local consumption Under modem con 
ditions tliei are usuallj leiied on commodities in the hands of the 
jiroducci or wholesale trodi^r, a drawback being allowed if the good* 
are subsequently exported Jfany English writers m the Ifd 
century advocated a wide extension of this form ot taxation, but it 
tro\cd unpopular in practice, and tbe tendency of modem legislation 
111 tbe United Kingdom Ins been to tlirow the largest possible burden 
of excise taxation on alcoholic drinks anti to exempt, as far n* 
po<!3jble, other articles In most civilised countries alcohol au T 
tobacco have been selected as emtable objects for excise dufiC'. 
JinniK boemse they are luxuries of general consumption and 
conscquentlj yield a large return to the exchequer, and partly because 
restrictions on the consumption of these commodities are generally 
regate'ed as m n-ficial or nt least not hirmful In the British colonns 
and the United States of ^enca (except during the periods of the 
cml war and the war with Spam m 1898) excise taxation has 
generally been confined to these articles But on the continent of 
Europe mnny countries have applied the excise system to other 
commoditie®, such as sugar and salt, while France employs not only 
n compatatircly wide range of excise daties, but also a syatem of State 
monopolies under which the whole proBi^ from the manufacture of 
excisable articles, such as tobacco and matches, are secured to the 
State In Egypt tbe ffitahlishmeut of two cotton m**!" in 
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IDOl the Govetnment subjected tlicii product to n consumption tax 
of 8 per cent &s compensation for the loss of customs revenue. 
In Japan cotton cloth is subject to a consumption tax, ivlucli com 
prises both an excise duty on homo production and i surcharge on 
the customs duty on the imported article A rebate is allowed if 
the cloth IS exported Japan also levies a consumption tax on 
kerooene and an excise duty on sugar. In India excise duties have 
long been levied on alcohol, opium and hemp drugs, and the accepted 
policy IS to keep the rates at a level which will produce the maximum 
of levcnuo with the minimum of consumption An excise dutj (at 
present Ils 1 4 per maund) js also levied on salt, about half the local 
outturn being manufactured by Government , from 1917 a dutj 
of 6 annas a gallon has been levied on motor spirit , and in the 
(uiient year a duty of one anna per gallon has been imposed on 
kerosene A history of the excise duty on cotton goods is given in 
the next chapter 

144 The circumstances of India differ from those of most 
European countries, wheic alcohol is an 
consumption and thiTO 
fore affords a means of obtamiog from the masses a largo contribution 
to tho public purse In this country the regular consumption is 
limited to certain classes which form a comparatn ely small minoiity, 
and the mass of the people are more nearly affected bj the oxtise* 
on snlt, cloth ond kerosene A further difference hes in the fact that 
m Europe the excised articles are generally produced mainly within 
tlic country and their price i3 therefore determined bj the cost of 
home production Competing articles imported from abroad arc 
usually subjected to a customs duty countervailing tho excise 
Consequently, the whole of the tax usually tends to fall on the con 
sujncr, and it is generally regarded as purely a consumption tax. 
In India, although about two thirds of the cotton cloth consumed is 
locally produced, tho imports are the mam factor determining prices 
This fact has been clearly brought out by Mr A C Coubrough m 
the tables and graphs appended to his “ Notes on Indian Piece 
Goods Trade ” In the ca«c of this commodity therefore the excise 
f xVa <5;?. mba vv, , oWa tsv vjA't'-.. \K Iv-aw., 

enhanced price that he obtains for his goods owing to the dutj on 
imported cloth In the ca'c of kero«enc also where tho rccontlj 
imposed excise dutj has been couutenailed !>> a correspomliup 
enhancement of the import dutj, it is probable thil tin. ixcisc <lu1v 
will fall lUdinlj oil the produtti, oi in other wuido that the 
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com,uincr will not ha\c to ply the excise m addition to the enhaecci 
import dut) 

145 Thcorcticallj, the imposition o£ equal excise and 
Th.h 1..1 5 » » “ Kmnd intthod of 

Hon in cases where the home industry doe 

require protection It raises prices by n loiter amount than a siege 
duty of either kind calculated to bring in the same rexenue^aa i 
theretoro fulfils the condition laid down by -^dam Smith that 
tax ought to be so contnxed ns to take owl aud keep out of the poc e 
of th** people as little as possible over and aPoie what it brmS® 
the inibhc treasury of the State ” To take a practical iHustralioU'- 
suppose it IS necessary to obtain a revenue of a crore of 
from an article of which the imports ore worth 10 crorcs ftud t 
locsl production is of the same aggregate xnlue Assuming that th® 
local and the imported articles are of identical qualities and that th® 
demand is inelastic the sum required could be obtained frota au 
import dutj of 5 per cent combiued xvith an excise of the 
amoaat, while the rise in price would be in the neighbourhood of tbt® 
figure Xf resort were hnd to an import or on cxciso duty alone th*® 
duty would haxe to be at least as high ns 30 per cent 'ind probably 
higher, because it would alter the ratio of imports to local pr^uctiob 
Ltaxing this latter result out of acoonnt the rise in price would be 
at least double the rise m the former case The consumers would 
thus have to pay an extra 2 crores lo order to secure 3. crore to th^ 
Go'crnment while the producers {local »n the ca^ of an import duff 
and foreign m the case of an excise) would pocket the other crore 


1X6 Many of the witnesses haie shown a disinclination to look 
C«aio„ „ E»,l„d “? "lOMl®” Irom tlus cuoaomie point 
& to«« exc •» of Ticw, owing mainly to the gcTtcral 

ftpproptate. prejudice agaiost the cotton excise dtifj, 

with which we shall deal m the next chapter These witncssrs po/fit 
to the fact that dutuig the war when the Prxtvsh Govcmoicnt was 
in sore straits for money it did not impose any new excise duties, 
and they ask how an excise duty on cotton cloth carl be justified in 
India when no such duty js Jmied in England Such arguments 
from analogy must bo Tieircd with cuufjiMJ frhea fho circuinstxnce^ 
of the two countries are so different We hate pointed out abo\e 
that the British Treasury is able to tax the general population b> 
means of iicav> cxci'^c duties on alcohol and that this excise does 
rot haie the same wide mcideoce in. India Uc ha\e also poiuUd 
out lu paragwph 60 that ind^trial cohditio^ n England differ 
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radically fiom those in India The diffeiencc is ipaikcd m the ease 
of cotton cloth, of Tvhich India consumes more than she produces, 
vhile in England it forms a xital part of the export trade Since 
she adopted the policy of free trade the United Kingdom has 
imposed no import duty on cloth and consequentlj there has been no 
question of an excise "When the cotton industry enjojed protection 
in the 18th and early 19th centuries, an excise duty nas not con- 
sidered inappropriate In fact excise duties on cotton cloth wen' 
actually levied in England for nearly half a century, viz, horn the 
jear 1784 till 1831 As free tiade ideas gathered strength, these 
duties Tvere sivept away with the import duties, and, as the 
industrial organization of Great Britain de% eloped on modern lines 
the Treasury learnt to rely moie on direct taxation as causing less 
disturbance to that organization In India on the other hand, 
as we have shown m Chapter V, there is not much scope for furthei 
direct taxation, and the Government has to obtain a considerable 
portion of its revenue from indirect sources For the above reasons 
we do not consider that the example of the United Kingdom m any 
wsy conflicts uith tlic view that wc have taken in the preceding 
paragraph as to the economic orthodoxy of excise duties 

147 There arc, however, practical limitations which should be 
Tli 0 hmitftiians ot excise ^orne m mind in considering any possible 

dutiei extension of the lange of excise duties 

Such duties are unsuitable to small or scattered industries, as col 
lection in such cases is unduly costly and apt to be v exatious Morc- 
OACi, the duty, uhieli from the economic point of view may be 
regarded as an addition to the cost of production, is likely to press 
iiorc heavily on a small producer than on a large one \.s a gcnei.il 
rule, therefore, excises should be confined to industiies winch aie 
lonccntrated cither m large factories or iii small a^eas atTordiug 
facilities for superv ision ami collection 

148 Tins limitation docs not apply to eommoditiea which are 
regarded as injurious to the individual or dangerous to societv 
In such cases an excise duty is a useful means of reducing consump- 
tion, and when the commodities are luxuries such as alcoholic drinks 
on which high rates of duty can be IcMcd, tliej arc a specialK 
Fuitahlc subject for taxation Apait from this social or moril 
object excise duties should be imposed «;olcly for revenue purposes 
Customs duties arc frcqucutlj used to change the movement of 
economic lift witli i mcw to Umfituig the interinl producer, but 
excises cm kUIoiu liavc. this effect and, uiilcijb fully cuunlcrvailed 
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by import dutic's ai c more likely to benefit the producers in otW 
countries 


149 In order to produce sufficient re%cnuc to justify its nopo'^i 
tioii, an exci<;c duty must ordinarily fall on a commodity of genera 
consumption and tbis indicates another limitation, irhich w specia y 
applicable to India, in that most commodities of general consnmp 
tion arc of the nature of necessaries rather than luxuries Taxing 
tho ncecF<«nrics of the poor is an unpopular measure in every counts , 
and the existing salt tax has been frequently assailed on this groun^ 
although Its incidence amounts to barely 3 annas per annum per head 
of population Dogmas are of little use m deciding a practical 
piohlcm of this kind On the one hand the needs of the public 
treasury are pressing, on the other the taxable capacity of the masses 
IS obviously linuted j adjusting the balance is a task for the statesman 
rather than the economist, and we can only suggest a general ca'eat 
that excise duties should not press too heavily on the poorer classes 


150 We have already pointed out that excise duties mav I'l* 
-X V j regarded as an addition to the cost of pw 

OB oaeiB nei duction, and, unless they are countervailed 
by corresponding import duties, they may injure the domestic pro 
ducer m two directions If he is m a position to make the consumer 
pay this extra cost by increasing the price of the goods, the demand 
for the goods is liable to be reduced This result would decrease the 
yield of the tax and sot a natural limit to tho rate at which it could 
profitably he imposed The contingency is not therefore likely to 
escape the attention of the Government If, on the other band, th** 
producer is unable to get a higher price from the consumer, the 
tax will operate directly to reduce ^e former’s profits, and may 
do serious injury to an industry that requires protection We 
would therefore lay it down as a general principle that an excise 
duty should not be allowed to trench on the degree of protectiou 
“equired for any industry When that degree has been determined 
by competent authority, any further taxation that it may be deemed 
necessary to impose on the comiaoditiea concerned should be so 
adjusted as to leave the required protection undisturbed An excise 
duty by itself would tend to render the protection inadequate a 
simple addition to the import duty would impose an unnecessarily 
hcaij burden on the consumer , whcrca*, as shown m the illustration 
gi\en nboie, a combination of the two would bring the gicatest 
return to the tieasurj’ with the smallest cost to the taxpayer. 
Assuming, therefore, that the case folGls all the other conditions 
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that 176 have indicated in this chapter as limiting the imposition 
of excise duties, ive consider that m such a case the extra taxation 
required may suitably take the form of an excise duty plus an addi 
tional import duty It does not follow that the two should be le\ied 
at the same rate The latter duty should never be lower than the 
former, but might in some eases be higher Equality is appropriate 
when the locally manufactured goods are of precisely the same quality 
as the imported article But it frequently happens that the local 
goods are of different and partly inferior grades some of which may 
compete with the imported article as substitutes only, just as 
margarine and cooking fat compete with butter A high duty on an 
article increases the demand for its substitutes and so tends to raise 
their price, hut not necessarily by the full amount of the duty In 
cases, therefore, where the local product is wholly or partly inferior, 
the additional import duty should be higher than the excise duly 
In some cases also the regulations of the excise department mav 
involve the producer m loss and hindrance, which the impoitcr 
escapes owing to the simpler procedure of the customs department 
This distinction has been recognised m the United Kingdom by 
pitching the import duties on beer, spirits and playing cards at 
a slightly higher level than the excise duties 

151 The limitations suggested above may bo briefly summarised 

Sumtnury of conelaa ons follows — 

(1) rxcise duties should ordinarily be confined to industries 
which are concentrated in laige factories oi small areas 

(2) They may properlj be imposed for the pm pose of cliec! 
ing the consumption of injurious aiticlos and espec ally 
oil luxuries cnmii g under this categorj 

(1) Othcmiso Ihcj should he imposed for revenue puipos s 
onlj 

(4) While perini«sible on commodities of general eonsumpt on 
thej should not press too heavily on the pooler classes 

(')) When ail imlustiv requires protection ntij further ucces 
sarj taxation on its products may if the other conditions 
are fulfilled take the form of an cacisc dufv phis an addi 
tional import dutj The latter should fullj countervail 
the former and maj he pitchcil at a higher rate 
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CHAPTER X. 

The Indian Colton Excise 


1^)2 TliP "onciiT pruieiplcs of excise ^atie*? been, discus' J 
I .M„! Ill Oil, ptcMims eliaptcr But the Mn'’ 

treat nPnt f*\CISC OH COttOll gOods raisC? I^SUCS WlUCU 

oaimot bo dccKlcd soloh on rconomic grounds Tins ti>: has 
the first been legaiclcd in Indu ns a conspicuous example of political 
dommUiou beui" used for purposes of economic domination Tic 
practical giuv'inec of a fnllj eounten 'tiling dutj Ims wxthui tb® 
hst few \ctrs «li<>ippoarod but tbere rentnms a grietance based on 
a sense of past inaustiec and for a proper understanding of tfic 
s ibjcct and the feolmgs it inspires historical rather tlnn economic 
tieatmcnt ts nccessar> 


153 In tracing the origin of this unfortunate eontroversr, w' 
J’^ust go back bejond the jear when the 
® cotton osci«c was actually imposed, and 

start uith the pcuod when the grent I mumshire cotton trade 
found Itself in open conflict nith what the Oo\ernntent of India 
ind the educated clisses bolni d to be the true mterests of Indii 
The gicwth of the Indnn cotton imlU was tit wed with alarm bs the 
I ancashirc n dustrx which hul for manj jearg commanded the 


important Indian mail cl In lamiarj 187-t the Maucheater 
Chambei of Commerce addressed a inemornl to the ^ccietar> of 
State protesting that m consequence o£ the Indian cotton duties 


a protected trade was springing up in British India to the dis 
advantage of both India and Great Britain , and in July 1875 the 


Secretars of State urged the Gov ernment of India to remove, at as 
earlj u period as the stale of the finances permitted " Ibis subject of 
contention " In fho meantime however, Ji crisis had been preci 
pitated by the action of the Government of India m dcalin" with 
the report of the Tanll Committee, which hnd submitted its recom 
mendations ot tlie liesmmng oE 1875 At tl„s time the general rate 
oE imtioit ilutj ms 71 per cent the ilulj on cotton piece gooils 
■WS! o per coit amt nn s im "J per cent The Goternment oE Tndia, 
andmg themseUea m a position to reduce taxation lowered the 
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general rate from 7i to 5 per cent , but left the duties on cotton 
goods untouclied This action was taken without previous reference 
to the Home Government The decision not to utilise any of the sui 
plus in the reduction of the cotton duties was exceedingly 
unwelcome to the authorities in England In a despatch dated 
the 11th November 1875 the Secretary of State reiterated his Mews 
on the subject of the cotton duties, and directed that provision 
should be made for their removal within a fixed term of yeais 
The Goiernmcnt of India, replying on the 25th February 1876, 
esplamed once more their point of view, and strongly deprecated 
the imposition of any new lax in order to facilitate the abolition 
of the cotton duties The Secretary of State, in his despatch of the 
31st May 1876, agreed that no fresh taxation should ha imposed for 
the purpose of abolishing the cotton duties, but laid it donn that 
the duties must be abolished altogcthei as soon as the finances per-» 
mitted of further reduction of taxation, and enjoined that this 
measure should have piiorriy o\ci ctery other form of fiscal relief 
to the Indian tax pajcis 

154 An impartial perusal of the correspondence described aloio 
leaves on the mind certain definite impres 
sions In the first place, the origin of tbo 
agitation against the cotton duties was 
cUarl> tlic apprehension of the Lancashire 
trade that their interests weic bciog injured Had it not been for 
tins appicliensioii ue should Iianllj haae found the business men 
of Lincashue oecupjmg tliemsches with what after all uas niamlj 
a matter of domestic concern to tho Indian Governmejit, and 
expressing their anxiety about the cost of tlic clothing of the 
population of India In the lucuiori)! of the Manchester Chamber 
of Commerce dated the 31st J imiafy 187-1 it was stated that the 
tax was found to be ab&olutclj piolubitory to the trade in jarn and 
cloth of the coarse and low priced sorts, and that the Chamber were 
informed that it was proposed to import Egyptian and American raw 
cotton into India to manufacture finer yarns and dotii In a further 
communication the Manchester Chamber of Commerce stated that 
“ under tho protection extended by the le\jing of duties on imports 
to tho spinning and wca\ing of cotton jam and goods m India, a 
large number of new mills arc now being projected ” 

155 The second point that emerges is that the importance attach- 
Tli«imioruncectthadiitic( cd by the Lancashire manufacturers to 
«xarsoraied these dutm was exaggerated This was 


Ongia of tbo ajitation 
the Apnrebene oa «( tbo 
Laooui iio tiAdo foe \ts ova 
interests 
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madt dual luoic tlini om.c (»j the bteit-t ir; of J« His 

of tilt 10th Juli iy7 », tor mst intc he adimttta the ualuiai 
udiaDtagCs of Indu in regard to the production of the coatset 
toitoii fnbnuH, \ml anUciputtU thit tUe aupjdj oI tUc«e would a iic 
diht Hit pciJod, ini'! cntircK into the linuU of the Indian uiauuUt 
l»je< In tile jiie^wnet of iiifliierjtes so powcifid/' hu '\rote 
lu reference to the economic ideantvts of Indn, * the effect o 
the 5 pei edit dulj i:» j)robtW\ insiguificnnt " Again in tUe 
despateh of the lltU Iscietuhei: 1873 he said The lueliaa 
industry is yrowiue in strength bj the help of resources which fiscal 
legislation cannot affect The ihobtiou or reduction of the dulf 
Will not mauic It though pissing apprehensions may be c«iten 
by fiuch d iuei5.utc 

loll lint this Mew of the insiondieanee of the duty 
ciecepted tij the muiuCieluici'S cither m Luglaiid or in India “ 
itnijoitmee IiyweMi wbieji I think txnggerated,” wiote the bccre 
ill} o£ btate lius Oecii ati lehed to U ’ (the duty) ‘by the 
cotton manufietiuei' both in LngUnd and Boroboy 
forioer attribute to it tike clceUnui^ profits of tUoic Indian trade 
flad the iattcr mo in i/icu turn alarmed it the possible loss of what 
then iiials have taught them to bdieve is a matciial condition 
of their prospeiity And again, Tbc gindual transfer of tic 
Indian trade fioin the English to the Indian manufacturer, which 
appears likely to tal e pi ice, wiU be attended with nuieh bitterness 
of feeling oU the out side and wiii kcf^n aosiety lor the security of 
an unexpected Ruec«'ss w}«>n tbc oilier The tuglish manufacturer 
Will press nith mcieaaiii„ carocbtne-,-* for tin. abiudoameot of the 
duty to wliJoL he will impute ins losses and lu piopoition to his 
urgency the Indian ro inuf'ictorcr wiU learn to value it 

15T The beerpt irv of btateAhtti, regarded the duty not ns any 
Holt <1^1 tiussm M . »8 piJticuHrly mjanous w a-^elf cither 

ifoin tUa co>itroT«isjr Jo England or to India but he oas MvzdJy 
conscious of the political dangers to whnih the c'ciulcntt ol the 
duty gave rise ‘ Though the duty will not be peimintnl, its 
prolongcil existence cannot fad to Invc serious effects During the 
agitition which will prcoeilc iH ibobtion feelings of idmiositj on 
bcjtb Bides will be aroused It will b«* represented m Indn hnwevei 
jm<,takenl}, ns a direct conflict JietTveen Indian and English inter- 
ests, ill which Eailiament J3 moicd to prefer the htter ” 

Vm\ »ga»n, “ \t lA nw two jiidnntjctumy commiiiHljri mioa 

vlioii. Ua piu jiLiJlv it U^, Liujiui, lii„Pl> ilij « 
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1 po' 5 ition not only of competition Irat of politieil hostility to eich 
otlici ’ loul Silishmy nns Imt too tint i pioplict 

158 Whcii ho^^e^el the question had once been laised pioni 
P t^a ttackol aa in ou »i-Qtly by the Lancashire ninmCictiucis it 
aistent with free trade w*is diffictilt for the Secictarj of State to 
do otherwise than condemn the duties Tree tndc was the accepted 
policj of Great Britain The duties were attached on the ground 
tint thej nere inconsistent with the policy of fice trule In fli< 
fii t of Ins despatches the ‘^ecietait of State remaiked Pailnment, 
■wl en its attention is draiTi to the matter, "will not allow the onlj 
remnant of pioteotion within the direct piu'^dieiion of the English 
Go\eininent to he a piotectiae duty which so f ii as it operates 
at all, IS hostile to English inanuraetureis ” T at i lie stiled that 
the dut^ on genti 1 pi ineiple was liable to objection as tending to 
opciate as a \notectnc dutj in fuom of a natnc inanufictuic It 
IS thus neorisivtent witl the poU(.\ which Parliament aftei \eiv 
mature deliberation lias sanctioned and which on that account 
It IS not open to Her Majesty s Gosernment to allow to be set 
aside without spesnl cause m any part of the Empne under their 
direct contiol ” 

159 The point of mow of the Goscinment of India was thit 
V.«.,omsOovtn,w cITcetixc competition bctticen British still 
of lal t Indian goods was small, onh 4 lakhs worth 

of imported gool hting iii competition tMth Indian goods as 
agan st 77 Id lis woith winch di I not compote In oulei theiefoic, 
that tlicie might be no siispie ou of a handicap on the Piitish manu 
fiolmors ni icspect of this small poitiou of tlien good® the Goiein 
mont of India wcie being asl cd to sacufiio a ie\enue whicli, 

as tlie\ said in oui opinion confiimed b' tint of the Tanff Com 
imttee is open to no seiious objection winch is loMed without anj 
difficulty and which is not felt bv the people of India ’ In then 
final despatch of the 2oth February 1876 the Government of India 
pointed out that the Seeretai^ of State had m iinh picssed upon 
them the desirability of remo\ing the duty for political reasons 
‘ It IS apprcliciuled that liseu^sions yy ill tul e place in yvliich the con 
fiicfing interests of England and of India will be urged that Parln 
inenf y\ ill insist up in the repeal of the duties and that an irritation 
which would he ayoided if the duties wire dealt with at once may 
thus he created to the injury of both countries We trust that 
this nntieipatinu may not b lealised hut while yve should much 
legret tint any sneb feelings shoull Ic evcitcd on the part of any 
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portion oE our fcHou countrjmen at home it is our <lut\ to cons ler 
tho subject Tilth to the Interests of IiKln , tvc do not con 

Bidcr that the rcmo\sl of the import dutj upon cotton manufactures 
IS consistent iMtli those interests ” 


160 The last nord rested uith the Home Goicrnmcnt and in 

n. r„0l.u.. „l tl. Jill' 3877 thcHousD of Commons a 

ficaie cf Conmcm# Jnijr resolution declarinsf “ that m the opinion 
of this Jfoiise, the duties no\r IcmcI upon 
ootto^, manufactures imported into India being protectne m their 
nature, are contrary to sound commercnl policy , and ought to 
be repealed mithout dclnx so soon as the financial condition of 
India will permit " 


161. In accordance uitli those directions the GoTcrnment of 
Fr.t.i,p. ot P'MW'lwl in 1878 nncl 1870 to csew' 

n e cotton 3«i ea fiomdut} Ihc coaT'cr Uinas of cotton <*0009 

so that imports of sU those qualities which could at that time ho 
manufactured in India were left free TJie financial situation 
howcTcr, was not fa%ouisble for the sacrjBce of revenue which 
tlieie measures entailed and ihej were strongly opposed both in 
India and m London Tlon^h action was taken by execute c order 
under section 23 of the Sea Customs Act and not by legislation, the 
Viceroy was reduced to the unusual course of o\erruljng the 
majority of his Council four members of uhich recorded mmiitcs 
of dissent When the esse came before the Secretary of State the 
Ii dia Council was eqiiallj di\id<'d seven members agreeing uith 
the majority of the Oo\eriior General s Council and to secure 
approval of the Viceroy s action the Secretary of State liad to use 
lis easting vote 

1G2 The exemptions granted in 1878 dealt a blow to the whole 
rompUi, Oi Ih. scheme o£ general miiort dutiec from n-h.ch 
coUon dot e* it could uot rccoTcr It was found incon 

Vement and anomalous to roamtam duties on some cotton goods and 
not on others The exemption of the coarser goods thus gate an 
impulse to the exemption of all The ineMtshlo goal 
already indicated by the Secrelars of State was made still more 
unmistaljable by a second vesolution jnassrd bji i.lv? XWae 
Comraons m April 1879, “ that the Indian import diitj on cotton 
goods being unjust ahke to the Indnii consumer and the riiMish pro 
dneer, ought to bo atoMiod , and Ihis Houte accepts the recent 
redncliOB in these duties ti t step towards their total aholition 
to which Her Majestj s Qoiemmcat are pledged ” Butitwascleir 
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that if the cotton tlatic'5 i\crc to he rcpcilecl conipktcb, more than 
half the total customs revenue would disappear , and it was doubt 
£ul whether it would be possible to maintain a tariff when the chief 
article imported from abroad was excluded from its operation The 
final step was taken m 1882 Inthat jearnot only were the icmam 
mg cotton duties repealed, but the whole of the general import 
duties were abandoned 

163 In 1894 the depieciation m the steiling value of the 
I!.„p»h«nc,tra.lo«. '■“P" prodneea a serioiiq crisis in llic 

dutiM Government finances, and it became neocs^ 

sary to raise considerable sums in fresh taxation It was deculctl 
that the hest method of securing the revenue required was to le 
impose customs duties But the «ame forces which had m 1878 
impelled the Government of India to the repeal of these duticv 
rendered the reversal of that policy m 1894 a matter of difficulli 
and controversj 'While the duties wcic reimposcd at a general 
rate of 5 per cent the Sccrctaiy of State declined to allow any hitj 
to he placed on cotton goods The exclusion of cotton goods from 
the tariff aroused universal opposition from British and Indian 
interests in India But this halting measure hecame law b> the 
Tariff Act of 1894 

164 No one could regard this as a final decision partieularlj at 
r,, s . X* *1 time when the Indian exchequer was iii 

d uei Mcompam«a by nu urgent need of additional revenue In 
cxcueouiad. nyaio. Secretary of State in a com 

prehensne despatch to the Government of India, defended the posi 
tion which he had taken up with regard to the cotton duties lie 
stated that if cotton duties were to he imposed in India thej must 
he deprned of any protectisc character This could he done either 
b} exempting from dutv those classes of imported goods which com 
peted With Indian manufactures, or by lev> uig on Indian manuf ac 
tures ulnch competed viith imported goods an excise duty As it 
v\fis clear that the Government of Iiulin would be fncid with a deficit 
tliej sought to devise some scheme which would vield the necessarj 
revenue without departing from the conditions Hid down bv the 
Secretarj of State The solution was foiind m an excise dutv on 
such Indian mill manufactured vani as might be considered to come 
into Competition witii imported varii It was considered tint to 
tax the \nrn from which the Indian pioducts wtro mndi was ns 
efTeclive a miasurc ns to tax the actual cloth while an excise on varn 
mull ii possilii to (litTf rrntiato In means of count* Ictwcm' tl 
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goods which did niid which did not compete, and to restrict 
to the former The Oo\t.iiimciit of Indii, therefoio, recomnien 
to the Sccictnry of State that a dutj of 5 per cent slioiilu ic ^ 
postd on niipoitcd cotton piece goods and per cent on impo*' 
cotton jarn, tin sc heju^ the rates that liiul been in foicc m ““ 
that an exci‘?o duty of 3> per cent should be imposed on Indian ^ 
manufactured aarn of counts ahoac 24^. This limit was fised u 
accordance with t* e eonelnsions arrntd at bj Sir James "VS cstlaa 
the riiianee Member, in the course of a detailed enquirj into t ® 
degree of competition between Brilisli and Indian cotton g 00 (U h® 
held tint all counts of 24? and under were bejond competition fro® 
England , and that the eoinpetition was confined to C per cent o 
the Indian manufactures The excise dut> would fall onh o» 
small portion of the Indian fiade, and the necessary burdea 
would thus be diminished to the smallest possible propoitions The 
Scci clary of State accepted tbe proposals with two modi'ic 
In the fust place he stipulated that the import duty and the excise 
on jam should bo at the rate of 5 per cent and not 31 per cent 
In the second place he stated that his information was that Hritish 
goods competed with Indian goods in counts below 24s, and that 
the line bhould thcicfoie be drawn not at 24s but at 20? "he 
Qoaeinmcni of India, Itoweaer, were to be guen powei to raise the 
limit of exemption if further enqmn pro\ed tliat it had been placed 
too low The iioccssan Irgishtion was caiucd tlnniigh m Dccenhei 


105 The new duties Ind been in foiee onh for a shoit time wh«n 
T 1.0 excise tranUirrei sfioiig pioftsits began once inoio to be 
irotn Tam to clotl jaiscd bx the Ijancaslme cotton industry. 
Tlioupli main of the aigiimenls u'-ed bx the British manufnetureis 
X ere beliexed to be oxeidiaxTii il xtas decided that in some points 
thex had light on then wde It xxas probably true that the exemp 
tion of the coar^-er Indian cotton goods from any taxation created 
a difference m price bctxreen the coarser and the finer goods xvliich 
tended to stimulate the demand for the former It xxas further 
urged that the e\ci«e, xxhuh was a t'‘\ upon xam, xxas, wlien closelv 
nnalxsed lightei than the import dutx, xxhich, so far as the British 
trade was concerned, xxss in the mam a tax on cloth It xras 
decided that, m order to meet these objections and to Icnxe the 
Ijaiicashne nianufactureis xxithout anx ground for complaint, the 
Indian excise should be imposed on clotli and not on xam ^\s i( 
was practicallj impossible to distmgmsh xxith anx accuratx the 
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faueue'-i of yaiE ubtd m the pioductiou of cloth, it was necessary to 
abandon the foiniei principle of exempting the goods which weie 
behe-ved not to compete with Lancishnc and to impose an excise 
dutj on all giades ot Indian mill made cloth The duty, honeier, 
was not applied to the product of the handloom, as it would have 
been cleaily impossible to collect such an excise The effect of 
placing the excise on cloth instead ot m jam was to subject to 
the dutj a large amount of Indian cloth the taxation of which was 
really m no way called for by the principle of avoidance of protec 
tion As some compensation foi this haidslup it was decided that 
the rate of the import dutj and of the excise dutj should be low eied 
from 5 per cent to per cent At the same time the import dutj 
and excise on jam were abolished The proposals met with teiv 
strong criticism in India, and the Goacimneut of India did not 
attepipt to di«giuse the f let tint the moasme wab not recomraeiidca^ 
by them on its own merits but was put foiwaul in accordance with’ 
the decision of the Home Goaeinmcnt In spite of protests the 
measure wis passed lu 1896, and the excise duty of per cent on 
luhau mill made cotton cloth which was then imposed leinaii i in 
foice to the present daj 

16C &o far as the Laucashiic intcKsls weie conoeined the lon^ 
And troublesome eontioaeisy over the Indimi cotton duties appeal d 
to have closed in complete tiiumph and it \ us possibly not leco^nis 
cd bj the victors how dceixly the action t iktn by the Home Goa ern 
niuit w icstntcd 111 Indio, not muclj bj ho millowit-b but bj 
the general public Ihe lapse of time did not sene to htal the 
Wound On the contiaxy, the repeal of the cotton excise became an 
article of political faith among -M ebadcs ot opinion m Indn The 
slrei gth of this feeling w is sliown bj the i solution mo^ed by the 
IIon’blcMr (now lair Manctkicc) Uidiblioj m the Impciiil Lc^jisli 
tivc Council on the 9tli Maich lull and the jinctiCTl iinammitj with 
"huh the iionolhcid numlms dimuukd Ihil tin. dutj should bc 
abtlisbcd 

1G7 In lyio the Go\einmtnt ot India so £ai l)le^ ailed upon the 
lra».ooltta,„p„t dnt, ltdt Loid Ujidmge ivaa 

’uthout unj tnerca*o of the lutiHiiid to announce tU it the qui-btions 
laisrd bj the cotton duties would be recon 
sidered after the war while lie publich placed on record the Mews 
of the Got eminent of Indn tint the import duties on cotton fabrics 
should be ni cd that the txu«:c dutj eliould for the pivsent lemam 
U lU aLluil ii^uiL and tl it uii as-iii luci. should bt bt Uib 
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Majesty’s Go^clnmtnt that the excise dutj nould be aboli^e 
soon as fiiidiicial considerations peimittcd But the Home Govern 
ment was not prepared m the middle of the war to reviTe old con ^ 
^ersles by disturbing the equality of the import and excise du s 
Consequently though under the stress of war expenditure the gener 
rate of the tariff was raided from 5 to 74 per cent , the cotton 
and excise dutico rtimmtd at the old rate of 3i per cent In 
foHovv ing j car, ho« c\ ci , m hen still further rev enue had to be obta^ 
cd, the British Govcrnmtnt agiecd to tin, pioposal that the coton 
dutj should be raised «hilc the excise duty remained at its old 
The cotton duty was accordingly laiscd to the general level of <| 
per cent, the excise remaining untouched at 3^ per cent In J“- 
the Goverument deficit was ou au uiiprceedeuted soilc. The genera 
rate of duties was raised from 7^ per cent to 11 per cent , and the 
duty on cotton goods was also raised to 11 per cent, the cxci-e re 
mauling as before at 3J per tent 

108 It IS cleii tint the situation was piofoundly modified lO 

- , , , 1917, and still more lu 1921, when a di-or 

FetUnamKdii ’ , , . ^ -i rtont 

gtntc which now amounts to per cenii 
was permitted between the rate of import duty and the rate of 
excise The icpiestutativcs of the Bombay MiUowners Absociah°“ 
as well as mdiudual miUownen) m Bombay informed ns tint this 
margin afforded sufficient piotcclion to most branches of the mdustryj 
and a similar view was txpics'td lu the recent debate on the budget 
lu the Legislative tsscmblv wJieu it vras decided to maintain the 
difference of 7i per cent in the cuircul vear It might therefore 
base been expected that the ebauged conditions would have been 
reflected in a change in ludiau Mews, and that the hostility to the 
excise duty, whou it had ceased to be fully coiinter\ailiiig would have 
diminished But we shall have written this chapter m ^aiii if we 
have not made it clear that the Indian cotton excise duty cannot be 
dealt with purely on economic grounds The whole question is per 
meated v\itli suspicion and resentment , and these feelings lia%c been 
kept alive by the action liktii by the reiirc<cntativc8 of the Lanca- 
shire cotton ludustiyiii 1917, lu 1921 and again withm the last few 


months, to try to secure through the Secretary of State a reversion 
to the system vrhich their influence had for so many years imposed 
T\T)on India While tlies« Tfju-fspjia.t.vnt'? ,o.np araviV, «ThiV 

the political influence of an important industrial body in Great 
Britain is being directed to the restoration of a system which is 
believed in India to be based ou no higher grounds than the selflsh- 
ne's of buamess interests, it is iinpo«ible that this question should 
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receive impT-vtiil eon''i(lci'ition ^ome witnesses it is true ha\6 
defended the duti on cconomie grounds in accordance nith the 
principles stated m the preceding chapter, but the great majority, 
both Indian and European haae demanded its abolition Prominent 
Bombay industrialists howcaei like Sir Vithaldas Thackersey, 
Mr J A Wadia and Mr Maumohandas Kamji made it clear that 
their objection to the cotton excise duty nas one of principle that 
they resented, the mannei in nhicli it was imposed and the purpose 
It nas intended to sene The feeling nas pcihaps best 

crystallised by Mi Parshotamdas Thakurdas Chairman of the 
Indian Merchants Chambei and Bureau who said that with the 
duty abolished India can begin with a clean slate and on that 
slate she can mite uhat her own economic interests dictate It 
IS nsele-ss to ignore the part tint sentiment plays in human affans 
even in such material matters as taxation Bacon drew attention to 
this characteristic m his essas on The True Greatness of Kingdoms 
and Estates uhen he wrote that ‘ taxes levied by consent of the 
estate do ahate^men s courage less as it hatli been seen notably in 
the excises of the Low Countries The charge against the cotton 
excise of India is pinnauly and essentially that it has not been levied 
by consei t of the estate and the claim is that till that consent 
IS freely gi\ en the excise should not be lea led 


1G9 We rocommend therefore that the existing cotton excise 
, ^ ^ , duty should m aiew of its past history and 

Act on tecommended • i. t, , , 

associations be unresera edlv condemned, 
and that the Goacinment of India should frankly express Ihcir 
desue to clean the slate The best method of carrying out this 
process IS a difficult jue fioii to which we have giaeii long and 
anxious consideration The dist esscitul step appeal-, to us to be 
that the British Goaeinmeit 1 oul I u <uucc it-> intention of allow 
mg the Goa oil mint £ India to decide the question in agreement with 
the Indian Lcgisliturc This would be in accoidnnce with the iccom 
mendatiou of the Joint Select Committee on the Goaeiinncnt of India 
Bill cited m Cliajitci I of this report If Indu had possessed in 
1878 and m 1894 the luensure of fiscal liberta winch has now hi n 
conceded to her the conti aersj which we liaae iicorded coiil J p y 
liaae arisen for the ront st a ns not between tl e Goacrnin*;/? ff 
India and the Ligi 1 ilure but I etwecii the Goacniment of In J , 
the avholo countra biliiml them and the Home Ooaenirr<f‘ j « 
even when this point Ins I eon conceded the solution of . * 

aiill not lie casi r cogni t the pre ent financial d ^ 

the Ooacrnincnt \\ i n ih ih it the cotton excise duly 1- 't,, ' ' 
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i'c\cuuc oE o^cr 2 crores ci£ Tupc« a jear. ’Wo- realise also 
abolish the excise dutj -while leaMng the import diil> atnsetisim= 
leeel of 11 per cent iQight haee the effect of contravening 
principles of taxation -which wc hme e\olved in. the mg 

chapter, anti of saciificing a so\w«c «»E Tc\cnuc without affordms ^ 
the tmeses a corresponding reduction in the cost of their c o 
These considerations should, "we hold he put clearly hefore 

Indian Legislature e helieae that both the GoaeriMuciit autV 

couTittj can, safely repose thevr confidence m ita judgment an 
•jatriotisni and that when all the factors haac been dulv weighed am 
discussed, the GosernTHent and the Legislature WiU be able m agrr^ 
ment to decide whether the excise duty should he abolished fort 
a\ith, or whether it should be continued for a time, and if so, on it-ba 
Conditions Our confidence that such an agrecnicnt will be reachr‘ 
is strengthened h> tlic historj of this question, which shows tbit 
throughout tlie controversj the Goaemnient of India and Indian 
public opinion taso been at one 

170 The course of action wc propose would hare the effect of 
providing the clean <iCate -wUich public opinion demands and -whuhl 
Jnefit the claim that without the ‘ consent of the estate” freeh 
t/ic coffon excise dutj should not be le\ied IVlien the slate 
has been wiped clean it will b© for the Go%crntncnt and the Legi*-" 
JatHre m agreement to decide what new writing if any, should bi* 
made niwa it The procedure winch would enable this decision to 
be made would he as follotrs 'Die Tanfl Board should be directed to 
caamme at the earfiosj possible moment the claims of the Indian 
cotton null indnstrj to protection This cnrivtrj ( rnis an indis 
pensatilc basis for a decision os to the future truatmeot of tbe 
mdustn After ccmswlcration of the report of the Tariff Board the 
(?o\ einment and the Le^iblaturo will bo in a prsitioji to Heoielc « Tnf 
rate of prpt^cl^on if anj is r»‘quired bs the mdustrj 1/ the rate 
of duty thus tlotermiucd is snlticicnt to meet tbe resemie necessities 
of the oountrj, no question of an excise duty will nr/so If on the 
other hand the GosCrnment hold thit their rcrenuc requirements 
make it obligatorj to levy taxation on cotton cloth m excess of this 
amount it inll be ncccss^trr for them to farmulate proposals m 
accordance with the pTineiple^ we base ciplamed and to lay these 
proposals before the Legtslaturo Tliat body mil then be in a 
poMtion to decide the real point at issue, which will no longer be a 
matter between Bombas and Lancashire, but between the" Indian 
producer and the Indian consunter. 
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171 lu makiDg our lecommcndutions legaidmg ilic cotton excise 
E«..l o» Ih. tadioom ““*■ overlooked the faet that 

industry of the abolition of at the present moment tue duty operates 
Che cotton «oiae some extent as a protection to the hand* 

loom industry "We fully realise the importance of the handloom 
industry, and we would welcome the grant of assistance to it. But 
there are many other ways besides the indirect method of an excise 
duty on mill goods, by which the handloom industry may 
be encouraged The organisation of coopeidtivc societies, which 
w ould enable the handloom weavers to buy their raw materials at a 
reasonable cost ana in sufficient quantity and to dispose of their 
products at a leasonable price, would help the industiy in our 
opinion far more than the continuance of the excise duty , and wc 
cannot recommend that a duty of this nature should he maintained 
merely because of the inducct effect which it may hvvt on the hand 
loom industry At the same time wc feel that the abolition of the 
excise duty would make it a matter of special impoUance that the 
handloom industiy should not be injured in an> iMudiblc way , 
and in this connection a\c recommend that the cfLcct of the import 
duty recently imposed on cotton yam should ho sciutmiscd with 
the greatest caie 


CHAPTER XI. 


Export Duties. 

172 Export duties La\e found a place m the Indnn - 

^o^v eirlx" d'»r 2’'d thnu^h •’fte- I'*-** * 
Lsj-crd 1.^1= 1 -1. j .^aronr th^v have to - - 

extent rented m recent ^ea’v. At prev<*ut then sri expe^ du^'» 
ou rice, on ra^ and manufacrured j ite on ten ai d on r»i^ h-u-^ 
and s-huiN, 

173 Vn export dutr falls on a conouoditv irhich !•* dc'ti-ed fo* 

«• ,a t tb-* TTorld s s nrhets. It laar be ee— 

T <*<l V) fur ns exic'i nl trad** fc» coi.ce’Ti*di 

as rni^mg the co'^t of p-oduction of that commodity Notr ih'* 
incren«ed cost mav riuo the price of the commodity' in the nrld '■ 
lUirl tt, in vbich ctsc it falls on the fortim con umer or the porla 
price mav remain the same xa which ca«e the mere'* cd eo t imph 
reduces the profits of the home producer Which of the^e ♦wo 
results Ls the more liheh to occur depends on the extent to whi h 
the world pnee i» fixed l*v the cost of production m jhe eountr' 
which inipo«e the esixjrt ilutv and this in turu depend® on the pro- 
portion which the siij ph de^l^ed from this i*ouiitrv l>e<»rs to the 
total «upp|v 111 the vorld market Tf the prtjK>rtiou « E the world 
market suppbetl hv the coimtrv imposing an esj»ort duir is •umll 
that supple will ordiuarilr fca\c to accommcKlnie it U t th** other 
factors which fix the world price The incrci'ie lu the i*o»t of { ro- 
duetioii which i» repre-^uted l»> the export diitv wiU not be jiaNsetl 
On to the foreign consumer and the export dut% will be j aid 1 1. the 
home producer This result tends to become les,> certain ns the pro 
portion of the total market supplied bt the countrr impo ing the 
export duts increases But onh xu the case of nu nbsolute monopoli 
it/r •h’r/fiAi ixurinrfi 'is VuA/re can ti \w. nsscrtoti genenVu fuat fne 
world price svill be raised bx the full amount of the export dutr. 
and that therefore the whole export -dut^ will be pnid Ds the foreign 
TeuJeasy to fill on lie consumer and none of it In the home pro 
toBe troda'^r duccr An absolute mouopoJs, howeter, for 
winch there is a stable demand is of ran, occurieiice , and it ma', 
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theicforc, be taken as the gcnenl lulc thit some poitiuii, if not Un, 
whole, of an export dutj falK on the home i)roducei AVhcu .iii 
export duty falls on the home piodnccr, it imturally has a tendency 
to reduce the production, of the commodity on which the duty is im 
posed The generally injurious effect of an export duty on 
the producer is recognised m the constitution of the United bt itcs, 
which piohihits ahsolutclj the imposition of export duties This 
pwision was inseited at the mstance of the aBrJcnltunl Southciu 
States, which wished to proMcle i complete saftguaul against tic 
sacrifice of thefi inteiests t& those of the othei States 

174 ^Ve hawe referied ahove to the possibilit> of an absolute, 
w , , monopoly It would perhaps be moic tot 

. «oaopol ea of TarjiDg * •' , ^ ^ 

'te^rcQEs of sirpngtii but rect to bay that no monopoly is ibsolutc, 
a ways coadiUonai dependent Oil Certain con 

ditions though in some cases the probability of those conditions cc is 
iRg to exist i 8 remote Various stages of monopolistic strength inny 
be indicated At tbc lowest stage would come monopolies which luc 
hardly more than nominal commodities foi which obvious bubsti 
tutes exist or alternative souiccs of supply could easily be developed 
Of Bueh aivature aie many of the oilseeds of India which arc boino 
“^times loosely desciibed as constituting a monopoly Poi instance 
castor seed though exported solely fioin India could it is believed, 
be grown without difficulty m oihei puts ot the world Urouiid 
nut again of which India pioduces ncaily one half ot the woikl b 
vxpoils 18 a ciop the pioduclioii of which eonll easily be stiinnl it 
cd to a laige extent clsevvhtic Oi to take the eiso of intci 
cliangcabihtj , though movvra seed may he i monop 1 \ of Indii it 
is piobablo tint a satisfact ’ly substitute could be f< iiul il niowia 
Sled bcearac difficult to obtain Vnotlier somew h it bimil u nistunte 
IS piovidcd by myiaboliins These iie luoduced only m Indii , 
but they foiin merely one of i numbir of possible tanning m iteii ils 
and though no doubt they liivc tliLU owu pccnliu cxeclknce Iheic 
Is no a«suiancc tint if the pnec vscic mereiscd bv an cxpoit diili 
tmncis would not tuna t‘» »Uein.atl}.e m,atenals lu the case 
even ot saic'ii appircnt'iy weVt enticuchod monopo'lics is jute 
mil he It must not bt forgotten that the monopolies aic not 
umonditioiml In the case of juti for instanec if the price were 
1 ii»od consiUriblv the n. iiU would be a tendency to ciuploi mo-e 
fwcls win » \\ 1 1 own snb tdut s si sb is paper oi lotttm m pen ds 
< i ih 11 im 1 I I livid I il h icdiiiti n Ml dim itid tlirf ij>,h i)i 

more i\t lull t u I f I uiid I 111 1 s I I s or iiitouraoiuiiut iuIqIiI be 
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given to bulk Iniudiiip' mIuUi would di^pcnsu with the use ot Mcb 
altogethci , and lU evciy c*u>o there is the dinger that an increase 
in the linCe of the monopolj stimulates the search for nev^ 
substitutes 


175 Our general conelusion, therefore, is that ordinarily a° 

C.™l,..on m export duty tends to fall OB the liomepr" 

c iloaco of export dotiea duui llid cOiisCtjuClltl> tO oiSCOUragC 1 
diiction, except m the case of a monopoly , that even monopolies 
me endnngcrcd by any considerable rise in price , and tni 
therefore a heavy export duty even oP a monopoh may ho 
lu pirt by the home producer ns a preferable alternative to riskinS 
tlic loss of the monopoly by an ittcmpt to pass on the whole of the 
duty to the consumer * 


17G Apart from the question ot incidence there is a general 
iffcct on ths Ulanca of objoction to export Uuties which in 
case of India deserves special notice 
poit duties tend to dimmish exports ind thus to produce an idver'”’ 
clTtct on the balance of trade If this effect is pronounced it may 
c luse for a tune at least difficulties in regard to tho foreigti 
exchanges 


177 Export duties m India arc frequently advocated both 
^ . , , purposes of protection and revenue "We 

ProteothTc export dut.a. tbC 

light of the conclusions stated above the pohoy of protecting m 
ilustries by the imposition of export duties It is not dented that aU 
export duty may form a potent method of protecting an industry It 
either raises the coat of the raw material in. foreign cotmtricg of 
depresses the cost of the raw material at home In either ease the 
home manufacturer has the benefit of getting his raw material at a 
lower cost than his rivals abroad The peculiar characteristic of a 
protcetu c export duty lies m the fact that the protection operateg on 
the raw material of the industry, and therefore places the whole 
foreign product at a disadvantage, whereas a protective iiapott duty 
merely affects such portion of the foreign product as would ordinarily 
come to the protected mariet 


ITS This chanctcristic tends to produce a special feeling of 
Tboi* nopopniar ly in Tcscntinent ju thosc countries which make 
toregnc/inims. iisc of the nw matcml OH Which thc export 
duty IS imposed, particularly m cnscs in which the imposition of 
the export dutv iaisc-> the price of the raw material in foreigq 
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conTitnos The following extract from i report by the reononiio 
Ficetion of the Pro%LsiQnal Econonwe and rm'inenl Committee of 
the League of Notions, dated the 12tli September 1921, gncs some 
idea of the general feeling on the subject 

“ But it is not less meontcst-ible that raw maternls produced by 
one countij being m mauj cases essential to the economic 
life of other States should not, unless in exceptional cases, 
bo the object of restrictions or of differential icgulations 
of such a nature as to injure the production of such States, 
or to impose on them a systematic inferiority It is undcsii- 
' able, particularlj , tint measures of restriction taken bj 

producing countries to meet exceptional situations 
should be so piolonged or altered as to change then 
character, and from bemg acts of precaution or defence 
to degenerate into measures of economic aggression ” 

179 But the mam objection to a protects e export dutj is not 
I"] 117 ewrito ih.hom. f”!!"!! ol resentment it may oceaaion 
producer abioad so much as the economic loss it 

esuscs at houve It is gcncrallj recognised that a protective import 
duty imposes a burden on the conntrj It is sometimes thought that 
a protectuc export dnt% because it docs not injure the cnnsumei 
imposes no burden on the country The truth is that it imposes a 
burden of a much more objectionable character It taxes production 
instead of consumption 

1^0 There is a further disadiantagc m the deuce of piotcclion 
TenUnry of protcetiro nicnis ot export duties A small export 
t-jpoTidniioBtobuiicii dull mu be practically haimleBs to the pro 
dneer It is possible tint some portion of it, and nlion the dutj is 
snisU tins niaj be a lu’i pioporlion of the ^iliolc mil not fall 
dneetU on the produc » It is wheu export duties beeome bea\j 
that thes t nd to become nnfnn and oxen duaatrous to the producer 
Aon a protectuc expoit <liit\ needs to be fairh he'ixx if it is to be 
etTcctue The cost of the inw material forms onlv i put of the cost 
of the finished article To produce ti guen dillereiiee in tlic cost 
of the finished nrtnh i* is neccssam to put a luavier dut% on tin 
ran material than the diit\ it moiiH be tiecessarx in plncn on ih 
fmi'hed article ^^hen export duties nre us for prnteefne pur 
poses therefore theteinlinex mu«t nlwaxs lie to impose enmjiarntueli 
high rates and such ratis mil nlmo«t iiuannbh be n serious hiirilen 
on the producer 



cnAPTEIl M 


181 It 1 ? clnr tint llic con-iidi-ntiom immtcd out tlove mlt 

„ , , , . ijic imjiosition ot “v nrotectnc imij 

ProlectiTo export dut c8 u * •! x i i i. i^untamoiO 

onmcmopoliea m the of an nrticlc ^liieli iw a moi 

polj and ■where therefore the himlen ■will fall on the 
cntirelj m(lof(^nsible It nn^ht howc^ci be argued and it d s 
actuallj been sUo^csted jii the <a'c of He that a piotectite esp 
diitj may be placed on a njonopolj without anj injury to 
duccr of the Indnn raw mateiiil uid with benefit to the n 
industij Eion m such a ease honcter, we do not recommen 
imposition of an e^^port dnt\ for protective purposes ? 

just e-vplaintd a protective duty to he offcctivc must iisuallj be i 
compaiativtlj iii„h rate and wt have already dealt with the danger 
arising to am mnnopolv from the imposition of an export dutj a 
a high rife Fven in tlie cast of monopolies thercfoie m which theti. 
IS a rcn«nnablo probabilii> that the export duty will not fall on t ® 
Indian piodueei we eamiot recommend that an export duty shou 
bo imposed foi purjioses of protection 

182 We hold thcrefoio that cxpoit duties should not be 

„ , , ^ . foi the pill pose of protecting industries 

impof#l* ^r***reTs*nue^ Thc t(ucstion then remains to what extent 
phVto be MpiKd*”*' legitimately be imposed for the 

purpose of raising revenue Our mam priii 
ciple IS that it is not justifiable to penalise the Indian prodncci Ij 
an export duty and that tonse luently such duties should only bo 
imposed v hen there is a rcasoinble piobability fliat the tax ■will fall 
mamly if not entirely on the forevner niid when there is no apprC 
ciablc danger tint the pioductmn « f the commodity in India will be 
affected Fram tins piiiicJpIe wc deduce the rules that export dutiC? 
for rcienuo purposes should be employed sparingly ami with great 
caution that they should be imposed onlv on articles in which India 
has a monopoly or semi raonopoJv and that m every case tho Hutic^ 
should be moderate 


183 Some of our Witnesses have minimised the dangers of export 
DiBgM th»t * traiemay be duties and have suggested that if au export 
tundbj.nrapott antj- , 7 ,,,, 7 , 5 , imposed IS found to bo 

ujjmi.'i oil- ■/. v«, vAot. xM Imour opinion (bis ' 

IS a siiperficial sieir The TJreot donior of an ctport dntj is that if 
once bs means of it tbe market is lost the trade maj be permanently 
niuieil :i maj iicier be i o siblc to repair tho injnrj inflicted An 
Tbarujot.alicrtr. 'Hn'tlation of sucli I result from the tariff 
histoij of Imlm IS north rccalhnff In 18C0 
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the moderate export dutv of 3 per cent on «saltpetre n-as rai'^ed to 
Ra 2 a mannd (tvIucIi n-as ronclilv equivalent to 20 per cent <itJ 
tiaZorem), on the ground that ealtpetre \ras a practical monopolv of 
India Onlv a rear later the Bengal Chamber of Commerce in 
applying for the repeal of the dntv stated that “ under the protec- 
tion of the high prices at irhieh <!altpetrc is in conseqnence of this 
duty laid down in foreign markets the mannfartnre of artificial 
saltpetre has been commenced on a large scale ” In 1862 the Gov 
emment of Bengal gave it as their opinion that the export dntv was 
forcing forward artificially a rival prodnction The Government of 
India, however remained xmconvinecd until 1865 when the dntv was 
reduced to Re la maund Bv 1866 it was generally admitted that 
the trade was in a very precarious condition and the dntv was 
finally removed altogether m 1867 the export of saltpetre having in 
the meantime fallen to less than one tlmd of th® qi antitv exported 
before the high dutv was pot on Speahm" in 18=0 Sir John 
Stnehev said “ Export duties eniov the credit of hamig ruined the 
Indian trade m saltpetre Tbev were taken off when it was too late 
to repair the mischief ” The lesson of this duty should not be 
forgotten 

184 "We base stated generally the principles which we consider 
oTjpotoa to BmAii should be appbed with regard to export 
CM e< duties in India and wc now proceel to con 

aider in the light of those principles the existing export duties and 
others which have been suggested to us We have not refericd to 
fiiinll cesses such as thn«c on tea and lac which while levied on 
e'^’ports do not go into the general reaeiuips but are devoted solelv 
to the l^lpro^emo^t of the indnstnes on which they are placed It 
is obvious that 1 eing levied with the consent of the producers and 
for their benefit tbev cannot be open to the ordinary objections whiUi 
apply to export duties 

185 We lia-Nc had no complaint nhont the cTport dnU on raw 
"1 1 TiaTiTifactnrfd ante T1 is dntv does not 
° ^ ° ^ transgress our principles for it is imposed 

for rcacanc purposes onlv it is imposed on a monopolv and tl c rate is 
modorntc So long ns these conditions remain we see no objection 
to the continuance of the dntv 

IPG Some n line scs haae «;u"geste 1 tl nl an export duta shonl 1 

rror<«'' Intr o raw 1 pi leed On Mn enttoii of Xliich aera large 

' 1 1 1 iiti •• imountiiig to oructhii g like halt 
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gi\cii to bulk biiulliDer would dj^iitiist with the use of ' 

altogctliei , and in c\ci> cit*© there is the danger that an in ■■ 
in the prift of the monopolj ^timulitcs the search for n 
substitutes 


175 Our general conclusion, therefore, is that ordinarilr 

CelMio. reerfm, .. «P”‘ ‘‘“‘J “> 

ciJonco of export dot es. chicci Hid couscQUciith to aiscouragc I 
ductlou, except m the case of a monopoly , that even monopo c 
me endangered by any considerable rise in price , and t> 
tltercfore .1 lieaay export duty eien on a monopoly mav be } 
in pirt bj the home producer ns a preferable alternatiac to n 
the Joss of the monopoly by an ittcmpt to pass on the whole of ti 
duty to the consumer * 


17G Apart from the question of incidence there is a gcncr ^ 
fcffeot 0 , thft bn-Uftce of objoctioD to export duties arbich ih 
case of India deserves special notice h 
poit duties tend to dunmisb exports ind t)ius to produce on ad\ei 
clTcct on the balance of trade If this effect is pronounced it la ' 
c luse for a tune at least difficulties m regard to the forcic 
exchanges 


177 Export duties m India are frequently odioeated both fa 
^ . purposes of protection and revenue 

ro C8 ifo export a c» proceed m the first place to examine in th'' 
light of the conclusiona stated above the policy of protecting m 
(lustncs by the imposition of export duties It is not denied that at 
export duty may form a potent method ot protecting an industry It 
cither raises the cost of the raw material m. foreign countries 01 
depresses the cost of the raw material at home In either case the 
home manufacturer has the benefit of getting hia raw material at n 
lower Cost than his rivals abroad The pecubar characteristic of a 
protective export duty lies in the fact that the protection operates on 
the raw material of the industry, and therefore places the whole 
lorcign product at a disadiantage, whereas a protective import dutv 
merely affects such portion of the foreign product as would ordinarily 
come to the protected market 


178 This characteristic tends to produce a special feeling of 
The r nopopoiar ty In rcscntincnt in thosc countrics which make 
foto gu e^uitr ca. of fhc riw material on which the export 

duty IS imposed particularly m cases in winch the imposition of 
the export duty raises the price of the raw material in foreign 
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cheapness It is tlierefore inexpedient to handicap Indian tea by an 
export duty at ho\ve^e^ low a rate \Vc hold therefore that the 
export duty on tea should he removed 


188 The one export duty in India which still survives from tho 
time when neaily all articles weic subject to 
6 u y on nee duties IS the export duty on rice, which 

has stood for many years at the rate of 3 annas per maund. 
The duty is certainlj moderate, and with the rise m the price of rico 
has hecome increasingly moderate It is imposed solely for revenue 
purposes But here again as in the case of tea the question arises 
whether rice can be regarded as a semi monopoly India contributes 
approximately 50 per cent of the total rice export of the woild, 
the only other countries of serious importance as nee exporters being 
Indo China and Siam Both these countries impose export duties on 
then nee, and theieforc in comparison with them Indian iicc cannot 
be said to be at any disadvantage It is piobablo that ns these tlivcc 
countries botvecn them piovulc fsomc 90 per cent of the rice oxpoita 
of the V orld, and all three impose cxpoi t duties at somewhat biinilnr 
lates, these expoit duties aie passed on to the consumer, and do not 
affect to any appreciable extent the producci It is noteworthy tint 
lu Biuma which is the source of neaily all the iico gxpoitcd from tho 
Indian Einpue no objcctiou at all svas laiscd befoic us to tho con 
tinuance of the cxpoit dntj , md it appeals to be gcncuUy bcheted 
111 Buima, that the duty is so sm ill that it is not felt by the cultivatoi 
In these cucumstances \\c coiisidu that tlieic is no neccssitj to ic 
commend the abandonment of this longstanding souicc of rcscmic 


189 The question of imposing an export dutj on wheat for 
lescnuc puiposcs or as a means of rcgulat- 
xug prices IS dealt with m the next chapter 


SuggettoJ duty ou wi cftt 


100 It follows from the principles we hn\o laid down that wo 
Tbo duly eu «v udi# opproxc m its oxistm,, foim tho o\ 

undeViM joit dills on raw hides ami hkms which was 

(0 * wrong rriDcii-io u\owetUj unposid for prolcctivi putpo^ses 

Ihis first expiriimiit of ilic OoMrnmtiit tf liiiln in protection fol 
lowed in our suw a ssroiig nntl mI U thi tnimmg industrj re 
quins pnit« tun this >>|nultl Ik iismi 1% «n mqioit imd not l)\ nn 
ixport tInU \\i »n nwuri that th exjirinuit w is introdiiccil nt 
a ino^i uufiwounhle inoimnt nn I lint tin isport diifj was not tho 
mam cause «.f tla diprswion tint his osettak ii the export trade 
But our objection te the liut} is bubed ou iirmeij»le And wt think 
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that events ln^e lUuslratctl llie bad tllccts arising from Ibc adoptw’i 
of a wrong principle 


191 AN e need not 1 13 stress on the £ ict that tLeie aie few mdica 

Omjur, '*'>»’ tl'it <'“‘y ';"’'Slirmre 

itoJ «r I liming industry the bcnclits which 

anticipated Tins povcity of results may be due to the exceptional 
couditiona v%hieh iiive pieeailed m the tanning industrv 
the woild duiiug the last few 3eais But there can be no doubt 
that the dut3 his is we should have expected injured the producer 
and served to aggravate the depression m the export trade VTc have 
leceived esnleiiee tbit the dut> has been particularly injurious 0 
the tiadc in low qualit} hides, which as a matter of fact the Indian 
tanners do not requiie The Indian tauneis wish to rctim 


for 

themselves the hie,h class hides tor which even with the export 
ilut3 thvie is sonic demand abroad But m order to obtain this 
adv mtaoO the tnde in low qualit3 hides which depends almost 
ertucl3 on export his been seriously injured The depression in 
price caused by the expoit duty dvldevl to the natui il world dcpics 
bion m price has resulted m many cases in mal ing it unprofitul Ic 
to collect the infcrioi huks at all Wc hive received evidence that 
the hivlcb aie £iC(iuentl> allowed to rot on the carcasses and tl at 
in consequence of tfic low prices winch have undoubtedly been 
accentunted b3 the cxpoit duty a source of vrcalth m the aggregate 
uot 11 couiidciablc baa actually been destroyed 


192 It has been su^.^^e-sted to us that one oTett of the txpoit 
(u ) poatle effect on i * > ou 111 It-, has b^tl b\ i laking the sale 

c ttlo iiaugbtei ot hides unpioOtibie to lediict the number 

of cattle slaughtered and that from this point of mq \ the duty has 
1 ad a beneficial effect on the country gcnerallj It is however by no 
means clear that the duty has had any effect m reducing the number 
of cattle slaughtered Me have already pointed out that the demand 
for tlie high class hides which are derived from slaughtered animala, 
his bten conq iratively less affected and that the mam cause of the 
smaller supplj of hides was tliahthe hides were not collected from the 
c ittlc winch died a natural death Wc do not propose to enter into 
a discussion of the contentious subject of cattle slaughter in India 
or to consider whetiicr the country is really m a position to support 
more cattk than it possf cs and whether it is advantageous to keep 
alive a imniler of cattle which are economical!} of small value Wc 
would 0HI3 1 omt out generallj that the argument regarding the effect 
ou cattio Elaugliter -iias urvet mentioned Wien tiis duty ira! 
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originally imposed, tliat tlie effect of tlie duty on tlie number of cattle 
slaughtered is problematical, and that a broad issue of tins nature 
cannot be decided merely on the consideration of a subsidiary effect 

193 'We hold therefOTe that, so far as the export duty on hides 

, , . , ^ . and skins is intended to be protective, it 

(it) possibility that a .. t 

^ BDiaU toTenue daty on sk ns caniiot he justified But we received a 
niisbtbo justified cextaui amount of evidence to the effect that 

Indian goat formed a semi monopoly It is possible thoicfore 
that a small rCAcnue duty on skins could be justified in accordance 
With our general prmeiples This la a matter which might be en 
qmred mto by the Tariff Board But the duty on hides should be 
abolished m any case 

194 Many witnesses have ad\oeated the imposition of a piotec 
PtopoBedduty ou olseeds ti\e cxport duty On oilseeds The aigu 

caadeoi^^d. luent IS vuat a veiy large quantity of Indnn 
Oilseeds is exported, and that by imposing an export duty the ciuslx 
mg of the oilseeds would be earned out in India with economic ad 
taiitage to the country This pioposal like all other proposals foi 
piotectiie cxioit duties is mconsistvut with oui gcneial principles 
In the case of oilseeds we consider that such a duty would be paiti 
cularly disad\autageous to the country Certain oilseeds are grown 
tery largelj for the export liadc The Indian demand for the oil 
and the cikc would be quite insufficient to absoib the whole pioduct, 
It all Indian oilseeds were crushed in the countrj At the same 
time theie aie considerable difficulties m expoitiug the oil , oud it is 
unlikely that any appreciable expoit tiade in oil could be built up 
The mam result therefore of imposing a protective export dutj on 
oiUccds would be that the pioducei would be sacrifii.ed to an un 
fcouud ccQuonuc theorj , and that the pioduction of a valuable crop 
would be discouraged 

19o c haa e also rccen ed proposaU that the export of manures 
Ui 9 Ot imnutca not Uoij ‘dio'dd either l>c prohibited, or discouraged 
to b<9 I roino i»i by vxpoti bj the unpO'ilUou of a heuay expoi t dutj 
liom thii joint ot \icw mi export dutj on 
aisoyh hxs Ikcr m cstter evtaxa wrfftm the country 

the Oil cake, which has a high manurtal aalue The other manures 
nfcrrtd lo arc buiic ii I lidi mu ilics The Bd\oc ilc-i of tlu-i jiyhcj 
do not alnajs stop to c mstdCr whit would be the probable result 
It IS assumed that if the export of manures la stojped, iLe m inures 
which arc not exported will be u ed lU Indn But this a-ssuiujitioii 
13 one that cauuui snfeU be made There art at present two main 
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obstacles to tlic increased use of manure by Indian cultivators |a 
the fust place the cultnators arc sometime^ prejudiced against tis 
use of u particular kind of manure or have not been educated up W 
an appreciation of its -value. In the second place, and this is 
the mole important cause, the cultivator is usually not m an ecoaj 
mic position to bo able to afford to use artificial manures n 
IS difficult to gee ho\> the pievention of export of manures tviH remove 
these tno obstacles Prejudice or ignorance will give way only to 
teaching and experience On the economic side it may be argued 
that an export dutj will leduce the price of oil cake for instance and 
couscQuontlj vwll stimulate its. use by the cultivator But it must 
not be f 01 gotten that the reduction in the price of the oil cahe «oaW 
be effected at the expense of the producer of the oilseeds, and that 
thcrofoie this potential user of the manure would be impoverished, 
and might not be able to affoid to use it even at the reduced pm!-® 
Fuithei, if the inauure is cheapened to such a degree a<5 would 
bo likely to stimulate its consiiroption largely, it is probable that 
production would dimmish owing to decreased profits, and even 
lually prices would again be raised \\ c considei that under pre 
sent conditions an} action of this nature would meiely waste a 
feource ot wealth in India without ensuring any compensating advau 

6raaU e 8S oa export ct *‘'2^ At the same time We fully lealisc thj 

inanuiea might be laipo «d iiiipoitancc of encouraging the use of 
manuies m India, and we think that a small cess might possibly be 
placed on the export of manures, on condition that this, cess should 
1 ot go into the gcueial revenues, but should be devoted to the encoui 
agemeut of the use of manures We need hardly say that the cess 
we contemplate would be at such a low rate that there would be no 
possibility of its discouraging in any way the export of manuies 

>196. Pifferential export duties arc boinetimes advocated either 
D.ir„„l..l Jut.™ io' purpose of relaliatioi. or of prefermoe 

getteMiiy in»dviB-»bie In the onc caso a special jicnal export duty 
would be imposed on expoits going to particular countiies, lu the 
other a special favourable rate would be imposed for the benefit of 
certain couutnes The quotation given above from the report of a 
commitfeo of tie Lejgae of Nitions shows that export dudes designed 
cither to injure or to benefit particular,countries are apt to give rise 
(0 a considerable amount of prejudice The is obnoxious to 

gther countries, mainlj perhaps because an export dutj attacks the 
whole of an industry, whereas an import dutj only affects a portion 
of Its market While it maj be extremely damaging to be placed at g 
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disadvantage in compavi'^on with other cmintrics in n particular 
laarket it la often possible to find new markets which will in part at 
least compensate But it is likely to he more seriously damaging to 
be placed at a disad\antage as compared with other countries in 
respect of the cost of the raw material A system of differential 
export duties also gives rise to serious practical difficulties in admmis 
tration Tt 13 difficult to ensure that any country discriminated 
against is not able to pet supplies of the commodity from countries 
against vhich no discriminalfon is exercised Unless the cost of 
rehandling and retranspoiting linppcns for special reasons to be 
very heavy tins w ould inevitably be done and the oiilj was in which 
it could be cbecl ed would be by a sjstem of export licences which 
Would be highly incon^ cnient to the Tndnn trsdor UinalK there is 
the pencial objection to any export duty that it mav tend to injure 
the producer 

197 Suggestions hive been wade both in the case of pite and 
tiM in «c«plon»l cues Vice that it might be advisable to impo e 
torputpoifBotroittlatoo differential export duties for purposes of 
tetaliation It is contended that if a foreign conntiy imposes hcav j 
duties a*" amst the manufactured article while admitting the raw 
miterial free it is legitimate for India to put o ictaliatory export 
duty on the raw material so as to protect its own manufacturing 
mdustrj It must however be remembered that the action which 
IS tins taken m foreign countries is consistent with oulmorj 
protectionist principles namelj the admission of raw materials 
free and the protection of hoftic manufactures It may he tempt 
mg in cases where India possesses a practical monopolj of the 
raw material to try to use this advantage to p^e^ ent foreign 
Countries budding up a mnnufaeturing industry in tint raw 
material But it must 1 e remembered that the adoption of 
such a policy is equivalent to tluwdeclaration of a tariff war While 
m the particular trade m wbirb action was taken it might be the 
case that India was m a strong tKKdion and eould not Ruffor there 
would lea risk that any countrv thus nttncl cd would retaliate on 
other imports from India and that a general tariff war woull 
ensue We need hardly sn\ tbnt we stronglv deprecate nnv polio 
which would lead to such a result and tbnt as a general principle 
wo would condemn the use of export duties for purposes of retalin 
lion At the same time we are not prepared to sas that in special 
or extreme cases the impos lion of sueb duties vlioid 1 be n1 oluteh 
exehil d from Inlias fi cal polics, proMded thei are 1 ased 
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ob«hcIc^ fo the Jm,rc^*!cd use of manaro bj Indian cultivatora la 
llic first place thi. cultncilors ore sometimes prejudiced against 
u''e of a particular Imd of manure or Iiave not been educated up \o 
nil apprccntiou of its -value In the second place, and tius u 
the more important cause, the cultivator is usuallj not in an ecoco 
imc position to be able to affbril to use artidcial manures It 
IS dulicult to foe hou the pievcntion of export of manures rciaw 
tl».<:c two obitaeUs 1‘rejudice or ignorance wfll gi'e way only to 

tt ichnig .md exponente On the ccououuc side it may be argued 
tli it nil export diitj will reduce (he price of oil cake lor instance, and 
toiisciiucjitly will stiiuulale its use by the cultivator But it must 
not be forgotten that the ixdiiction m (lit piict of the oil cake vould 
be clTcctcd «t (he expense of the prodiicci of the oilseeds, andtiiat 
therefore this potential user of the manure would he jinpoveriskeii, 
.ind might not ho able to afford to use it even at the reduced 
Further, if the niinuic cheipened to such a degree as would 
he JiAe/y to stimulate jts consumpfion largely, if is probable tiial 
produetiou would diminish owing to decreased profits, and even 
lindlj pnecs would again be raised Wc tuusidei tint under P« 
Sent coiulitums any action of this nature would meic.iy' ''uste a 
bouiirti of vicalth in India without ensuring any compensating advau 

SQftUc*4oa export of tuff® At (he same time w e fully reshse dk 

iiuume* might bo iinpc*c 1 unpoitiucc of encouraging the use of 
lUiimues ill India, and wc think (bat a small cess luipht possibly be 
jiliicd on the export of minmes wi eouditiou that this cess shouiii 
i ot go into tilt gtiigral rcvuiUcs, but should he devoted to tie encour 
agtiutiit of the use of manures We need hardly sif that the cess 
wc coiitcmplatt vrould be at such a low rate that there would be ng 
possibility of its discouragiiig m any way the export of manuies 


>1110. Differential expoit duties arc fcomotimes advocated either 
„ ^ ^ ^ j , for puinoscs of letahation or of preference. 

PilTorcoiiU c*/frt ohIjcs 1 “*1 i _ „ ^ i .. 

sfiactAtiyjuaJiuabie fn thc oiie cBso a special penal export duty 
would bo imposed on expoim going to paiticular countries, m tha 
othci a sjKcnl favouinble ivte would be imposed for the benefit of 
certain cmintuvs The quotation given above from the report of a 
{.ommittec of 
cither to Jiiyn 

(0 a coii'-idira.^*.. * • . to 

Othev countijus, mainly pcrhips because an export duty attacks the 
whole of flu ludustry, whereas im import duty only affects a portion 
of its market While jt may be cxticmdy damaging to be placed at a 
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dbdranffl?'* in fnnrari*^*’ <>••*»»->' * • 

It jscf{?n tn f' 1 r-A.’i v' '■*••* • »• 

least compenvilf* But jt \s BVelv <« !•••-*•'<•» • - *r f* *" t » • - » « 
le pUccd at a tlt<n(Bantf?" at r t •• t » 

i«^t of the 00*1 cf tV'* rtT \ •ti*'*' »* »* * t-* i* 

«iportdat!Malsncivrtn»etn«»n^ tfif* 'xd*' '• m * i*' t 

tration. It is di^ cnh ta t' *t f'r t -“o- ,» ,t » 

s^Jiast IS not alle to prt *uj f>f l' ^ r *••»#•»*» . j , 

sjainst ro <li»'>'mitislff'n Jt txr^ 4ot ^ ft ,, iS , , * 

reistidlir? and rclnnsp'irtiT'L’ t ^ t t' « • . 

rerrlieavT ttiiss\n'iil(l l4*,t f > 

itconldbe chpokod svnnl ! I 0 Ir n 4» .« j ,, ^ 

wouldWhiKhU ineon\..nirnttrttl«‘li t.antr •- t , * ’x,., 
<Je {renml o\*jpftioT\ to onv fx^v.Tt <Int\ o . f . 
the^ producer ^ ’ 
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■Komi to a nail (^",0."™" «wl o„„l,l ' 

or extreme cas^g * 1 * ttot ^ f r. hf,n 
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obstacles to the increased use of mauurc by Indian cultivators ^ 
the first place the cultmtors arc sometimes prejudiced ^ 

use of a particular kind of mnnurc or hav c not been educa e P 
an appreciatioa of its value la the second place, and 
the more important cause, tho cultivator is usually not m an ec 
Hue position to be able to afford to use artificial manvues , 
IS. diflicult to sec hon the picvcntion of export of manures "wul rem 
these two obstacle-! Prejudice or ignorance will gn o . 

teaching and cxpcMcnce On the economic side it may be argu 
th It an export duii will reduce the price of oil cake for instance an 
coiibequenti} uill stimulate its use by the cultivator But it nm 
not be foigotten that the reduction in the piiee of the oil cake nou 
be effected at the eiqiciise of the producer of the oilseeds, and tea 
therefore this potential usei of the manure would be impovcrishtd 
.ukI might not be able to afford to use it even at the reduced pm® 
rmthei, it tin, mauuie is cheapened to isuch a degree as would 
bo likelj to htimukito its tonsuroption largely, it is probable that 
production would dimmish owing to deereised profits, ind eve® 
tuillj prices would again bv laised W*, consider that under pre 
bent condition', anj action of this mturo would moitlj waste i 
gouice ol wealth in India without cusuriug any comptnsatiiig advaii 

Small e on export o£ tage At the s ime time w e fully realise the 

maLflre* mifijtbejfflposcJ iiiipoi lance of tDCourJgiag the use ol 
manures in India and we ihiok that a small cess might possibly be 
placed on the exjiort of maiiuus ou couditiou that this ctss should 
1 ot feo into the tcueial revenues, but «>hotild be devoted to the encour- 
agement of the use of manures \Ve need haidlj sny that the cesS 
w 0 contemplate w ould be at such a low rate that there w ould be ng 
possibility of it# discouragiDg m soy vtay the export of manures 


ylOfi Differential espoit duties are souictiincs advocated either 
D.fforcotiai exyort duties purposcs oE retaliation or of preference 
g«ac»ii7>D»d>-i»3i,ie In the one case a epccial penal export duty 
would be imposed on exports t,oiug to particular countries, in fho 
other a special favourable rite would be iropo>cd for the benefit of 
certain countucs Tht. quot ition given above from the report of'a 
committee of the Lngut of ^atlOns shoir. tint export duties desioued 
either to injure oi to benefit particular.couatries are apt to giv c'rise 
to n coi.MdcraWo nmouut ol prejudm Tiie sjslim is obuonons to 
other cou.iln.. mtiiil, pcrintis lice msc an ciport dull attacks tlia 
tthole o£ a., mdustty, „W«, an nnport dot, only affcels “ porl.on 
of tts inartct W Itdc it nia, be citrcnnl, daniasuts to be plarad at 9 
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CHAPTER Xn 

Restrictions on tlie Export of Food Grains. 

199 A numljcr oE ha^e ftclsocatccl tlio imposition of 

CoBtenton that India* mcthotls of icstuc 

pTodnchon of food jB inauffi tioji Oil tilt txport oE food gratiis 111 order 
eentfotivetropntaton to consti\c the food supplj of tUc COUlltrN . 
All attempt is usuallj made to support by statistics tbo assertion 
that India’s production of food is insufilcicnt to feed licr population 
Calculations ne made of the total food pioduction m India , an a\ cr- 
age ration is assumed avlucli is suitable to pro\idc tbq nliolo popula 
tion srith what is regarded as a eulficicncy of food and it is then 
shown that the food production of India is not adequate to provide the 
required ration But the subject is not really susceptible of treatment 
in this manner in view of the conjectural nature of nearly lU the 
statistical bases The statistics of outturn are admittedly only csti 
mates and the degree of accuracy vanes largely in accordance with 
the agei cy by means of which the estimates are made Moi cover the 
available statistics do not cover the whole of India, nor do they 
include ill food crops As to the ration assumed this must be 
largely a matter of personal predilection 

200 But m any ca'ic this line of argument leads to no useful 
The rea ptoblem »• one of conclusions It 13 nOt BSSetted thst 
poverty and prices people wlio have money to buv food 

are unihle to procuie it It is not really the insufficiency of the 
total food supply so much as the fact that pertain classes of the 
population are too poor to buy all the food thej requite which is 
•citifl \fs Vri-evfc tivVu's 'SWi. tJbsj Taieja wi \Vn; pTqfa\iL*at)Ti td India 
IS poor IS a proposition that would be denied by no one The 
degree of poverty however cannot be established by the statistical 
calculations to which we have refcired This can be nscertamod 
onlj bj detailed investigation of economic conditions and it 
IS woitU 1 oting that the mo»t elaborate investigation of this nature 
which is to be found in The Economic Life of a Bengal District ” by 
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the late Mr U 0 Jnclc Jt far from establielnng the more strcepmS 
'issertiouB of genenl want that ate made nowe\cr that may 
the mere prohibition of export of food grains wiW Tit>l m i'? 
being food to the people who need it The pioblem for those 
seclc to attaclc the cmIs of po\crtj ihrongb controlUng the expoi 
of food grains is onfc of prices Nothm^r can be achicaed cxcep 
by lowering the price of food 

201 Wc have to sec therefore what would be the effect on India 
^cucrally of an artificial rcduetioii m the 
P.«o of food Brnm, If the pohey » 
Biiii of the pneo tif fooJ SQCcessful it IS clcar tint it woiila inron 
a con«5iclcrablc diminution in the resources 
of the agriculturists It was asnimod hv hlr IC L Ditta m h‘s 
' Report on the ciuiuiry into the rise of pneos in India ” that ttto 
thuds of the supply of food grams is consnined bv the agriculturist® 
and one third I'l sold The total aaerage crop of wheat at present 
13 0300000 tons of which on tins asMimption 3100 000 tons would 
be sold If the puce of wheat wcic artificiallj depressed by Bs 
a niaund the money loss to be shared among the cultivators laud 
fords middlemen and money lendeis connected with agriculture 
would bo something over IG crores of rupees annually ^Vllote'et 
might be the adtantsges of such sclion it is certain that it would 
indict a blow upon agncnlture In fnct wc understand thst fe‘'r® 
ha\e recently been evpiesscd bv wheat growers in the Punjab that 
they may he deprived of their legitimate profits by the continuance 
of the present prohibition on the export of wheat It la mOreoier 
generally agreed that improvements m agricultural production arc 
urgently required iw India These improscraenls must it would 
seera, originate with the more prospcroiis cultivators who are po^wss 
cd of more capital and more intelligence than the rest High prices 
of agncuUnral produce probably benefit the prosperous cultivators 
more than any other elnss It would therefore seem probable 
that any aUempt to lower the price of agricultural produce would, 
fay reducing the resources of the more prosperous classes tend to 
delay that improvement in agriculture winch is so piurh desired 

202 But It 13 more probable that the attempt to lower the price 
Pr6fc»l)i» wibihtiitioii of ®f food grains artificisllj would fad Any 
etwrewp. depresiton <jf (he price of food grams 

*A for them of crops such as 

llir food Eopplj- ivorid merely be to dimmi* the proauclion o( food 
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The situation noulil be ngfiriMitetl hj the scrj mcnsurcs dc^ipned 
to alleviate it 

203 Under present eomlilinns India has in a normal 3 ear a 
Importanc-e cf tl 0 exrort >'"> IjOtb of ^‘CC Ond AVilCat Avhich W 

aMoMHi * a\juHhlc for evport Tor this purpose it is 

Jcimaterifll to argue that if the nholc popnJatJon of India ircro 
properh fed, there Avonld be no surplus The fact remains 
that at existing puces the cfriciont demand of India is satisfied, 
and (here remains a suipliis n\niliblc for export Wore the 
export market not open the surplus avould not bo produced Now 
the existence of this exportable btirplns constitutes a most important 
factor in the problem of food supplj for a country like India 
which suffers from periodical local failures of Iho crops If 
India IS to gioA\ enough food to feed herself in bad >oais, thcro 
must bo a considerable suiplus in good jears But no surplus will 
bo grown unless a profitable outlet foi it is proMded It follows 
therefoie that a policj of free export in nomnl 3 cars is tho most 
advantageous for the food suppl}. of India 

204 Tho path of progress and even of safety lies in the direction 
lacieaied prixiucticu ti« Stimulating tlic production of food grains 

tnie remedy u indn III the last 8 3 cal’s the produc- 

tion of wheat has three times fallen btlow whit may bo rogaidcd 
as the normal consumption of India, aud once it onl 3 just equalled 
It A situation like this c innot bo icrucdicd by 0113 mcasuics which 
tend to nestrict the hee production of wheat On the coiitiary 
attention should be concentrated on the widest possible extension 
of cultivation , ami we consider it most important that GoAcrn 
ment should gne cverj encouragement, by promoting schemes 
of irrigation, to bring about this result The improAcmcnt of 
India’s food supply depends on the successful completion of such 
schemes as the Sukkur Barrage, or on better methods of agiioulture, 
and not on shortsighted attempts to control the free disposal 
Ko r..tart,.n on «. produced We hold therefore 

export of food graina in that in noimal timcs any restriction on the 
Bormaitimea export o£ lood grams whether by export 

duties or by any otliei means is contrary to the true interests of the 
country 

205 The two important food crops exported from India are ricc 

hoorpon Joly to to Im ""<* ' rccoiumendcd in the 

poeed on wheat erfa for CISC of nce the contmuanco of the existing 
r«T«nn« r’vrwai htnall revenue duty This recommendation, 
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it must be understood is made eolely in the interests of re\eQue, 
and has no connection at all with any proposals for retaining rice 
in the country It has howeier been suggested that, just as rice 
ma> bear a small re^em^e dntj, so a small ^e^cnue duty might be 
imposed on wheat 'The two cases honc%er arc by no means 
parallel VTe ha\e argued that nee for export ma> be regarded 
as a semi monopoly of India No such claim could possiblj be 
made in the case o{ wheat The exports of Indian wheat to the 
Inited Kingdom which is the mun market though m the 5 cars 
immediate!} before the war amounting to about 15 per cent of 
the total imports of the United Kingdom, base dwindled in more 
recent A ears to onlj 4 per cent Under these conditions an export 
clnlj on wheat nould nndoubtedl} fall on the producer We can 
not therefore recommend that am export duty on wheat should 
be imposed for rcsenuc purposes 

206 Whether any action and if so what should be taken when 
nbnormal condilions proiail m regard to 
(») fuiute of raicii food supplies Of pnccs is 0 more difBcult 
problem There are two distinct cases to be considered The first 
is when there is a shortage of crops m India owing to a failure 0 ! 
tbe rams As soon as the shortage becomes apparent prices usually 
rise rapidh to a point at which it no longer paj*a to export, that is 
to say, prices rise above the world level and export is automatically 
stopped AVlion this point is reached the prohibition of export 
becomes superfluous Such prohibition will onl' be of prtictical use 
if the Qoaernment can foresee the shortage in time to stop the export 
of a BubstPHtial amount of gram before the rise in prices has come 
into cffectnc operation \bat is to say, if the Government can judge 
the situation more accuratdj and earlier than the trade This 
howeAer is not the ordinary experience In fact ns a rule Govern 
meat relies largely on the adaice of the trade as to the probable 
course of events 


207 The second case to be considered is when though supplies 
(„) h., 1 . Wb ample, mere rs a marked short- 

age of suppbes jii other markets resulting 
m verj higi won’o' pric<'s TBecc cona'itions arose during the war 
in the case of wheat and later in tbe case of rice also the Avorld 
prices of both these grama haaing risen to heights to Avhich the 
Goa ernment thought it unsafe to allow Indian prices to follow The 
situation was met by various restrictions on export and on inter 
p^oAiacialmoAements of food grams, but these restrictions gave rise 
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fo innumerable iliflicultics niul (he task of regulating inlcrnnl prices 
IS not one to be liglitl> umlcrtnkcn by Government 

208 "We rccognibc that sciious dmtl^antagos attach to any 

Dcsrshiity for Oorern treatment o£ these abnormal con 

inspHo of dis (litious Somc competent authorities hold 
that m these circumstances a policj of non 
interference is the safest Before the rvar Government used not to 
interfere , and it has been represented that the present demand for 
interference by Goaernment is due to ideas which grevv up during 
tbe war, and which arose out of purely abnormal conditions Wo 
recognise that the circumstances m recent years have been entirely 
abnormal and we may reasonably hope that normal conditions will 
gradually he estahbshed But though wc may hope that the necessity 
for taking any special action will ariso but seldom we think that 
there may be occasions when action is called for Nor is it possible 
altogether to ignore the traditional demand of Indian public opinion 
that one of the primary duties of the Government is to safeguard food 
supplies m tunes of scarcity 

209 We haie to consider thcrefoie the possible methods by which 

. Government might meet such abnormal 

oa« export conditions At filst sight it would eeom 
diat the moat effectuc action would be to prohibit absolutely 
the export of food graiM In the event of an actual shortage of 
food grams in India we have aheady pointed out that the action 
of prices will automaticallj pnt a stop to all exports and the 
treasure of prohibition though it might be reassuring to the popular 
mmd Would m reality unless it came at a very early stige be 
superfluous At a time for instance when India is importing 
Australian, wheat as she has been doing recently the piohibition 
of export of Indian wheat la really a superfluous precaution 
When however there aic ample supplies in India and the object 
is to prevent them being drained away by a stiong demand from 
foreign countries prohibition undoubtedly would be an effective 
Weapon But whether it would have the desired effect of keeping 
'imvn prices in India is a more dorib’iiul question It has been lound 
hy actual experience that Government restrictions are apt to encour 
ago speculation Prohibition does not always force stocks on to the 
market as it may induce speculators to hold up large quantities of 
gram with a view eventually to export at a profit It is therefore 
not at all certain that the anticipated effect on Indian prices would 
be reahsed 
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210 Prohibition therefore itwlf does not appear to us to U 

IikeU to be satisfactory or effective It 
GoTormnent cortrol probsbly ha\c to bc accompanied by 

measures to prevent the hoarding of gram But such measures 
uould present great diiliculfies ami might lead to grave corrup lo 
and discontent During the T\sr Government took power to ascer 
tain the amount of hoarded stocks and to commandeer them w e 
unreasonably withheld from the mirket, lint these powers were 
1 irelj exercised and vicie of doubtful cfficacj, and we cannot recom 
mend such mtciferenco with internal trade as a normal feature o 
the administration It should be icgaided rathoi as a dangerous 
weapon the use of which could onlv bo ja^tified in very exceptiona 
circumstances such as those arising out of the wai 

211 Furtlioimoifi when there is a large surplus it is impossible 

to maintain absolute prohibition without serious injury to the 
country The Burma rice trade affords an apt illustration of this 
situation In 1020 owing to a widespicad failure of crops in Siam 
and Indo China the world price of rice had i i«en so high that the 
Government wore forced to take special steps to prevent a similar 
n-so m inteinsl prices ni ludn At the same time Burma had, as 
usual a largo surplus available for export and it was necessary to 
provide an outlet for it in the interests both of the Burman cultivator 
and of the ricc eonsumcis m Ccjlon and othoi countries dependent 
on supplies fioin Burma In these circumstances the Government 
decided to take practicvl control of the whole export trade in noc, 
and they succeeded in keeping down internal prices while at the 
same time securing very iirge profits exceeding 9 crorcs of 
rupees, from the export trade This appropriation of the profits of 
lagriculture and trade was an exceptional expedient adopted during 
the aftermath of v\'ir, and we cm hardly contemplate the repetition 
of it in normal times 101 some such interference with trade is a 
necessary concomitant of partial prohibition If a Lmited amount 
of gram is to be exported, some machinery must be devised, such as a 
system of licences, for distributing this amount among exporters, 
and some form of Government control must be exercised. "Wa hold 
that the objections to such control outweigh any possible advan 
tages, and for this and the other reasons gn en above we ryect the 
alternative of prohibition of export 

212 The only weapon therefore which remains for Government 
Twnporarye*port<iQt 7 the t” Use in abnormal tunes IS an export duty , 
leait ohiecUonabU aeaiare and after very carcful consideration we 
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have come to the conclusion thnt n Icmporopy export duly svould 
be the leist ohjcclionohlo Tucthoil of dcnlmg with the situation 
"We recognise tint ?>oino of the objections which have been urged 
against prohibition wiU nppls to ibis cour‘M 5 also, but we think they 
apply in. a lesser degree SpccwlntiNC hosuliiig may be ciicourngcd 
by an export dut> , but tbe spccuhitors \\ ill not be able to count on 
such large profits ou its remonl os thc\ can in the ease ol prolubi* 
tiQD because the dutj could be reduced gi'iduaUj, thus prornoluig 
a gradual resumption of ctports and ssoiduig violent tluctuntions 
la pricfs The imiu ailNniitn^o bowtvtr is tint an export duty, i£ 
rightly pitched will nulomstK-sllv check cxpoits, and the necessity 
for auj supplement 11 \ im isui«.s ol arbitrnj control will bo 
obviated 11116111110101011 the piicis tf foodstuffs m India show a 
tendency to rise to dangerous heights either in consequence of crop 
failure m India or abuomial prices obroad wo recommend that a 
temporary export diitj should be imposed suffieiently high to check 
w prevent exports and thus to keep Imlmu puces at a reasonable 
Uyel 

213 IVc recOoUi c that anj siuli ictmi u open to the cuticism 
Saras os< of profit to tUo a^r«cuhur*st alone is thus prevented 

•ffncnttimst oiMt be facod fiom tskn g the fullest advantage of condi 
tions favounble to high profits m hiv business But the needs of 
the people arc pammount IVe ire also very doubtful whether in 
such Conditions the bull of the profit is not secured by the middle 
tuan The gam to tbe people is therefore likely to be much greater 
than the loss of profit to tUc agriculturist 
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CHAPTER XIII. 

Imperial Preference 

(;) History and JIeaninq 

214 The question of Imperial Preference in the British Empire 

first took practical shape in 1897, ^vhen 
0 rs B ep Canada partly m pursuance of a more 

libaal tariff policj, reduced her duties on British goods Owin" 
to the existence of certain commercial treaties the benefits intended 
for Great Britain had to be conferred teraporanlj on some other 
countries but the hampering treaties srero denounced in 1898 and 
from that time the preference which was fixed at one fourth of 
the dutj was confined to the United Kingdom ond such British 
colonies as gase Canada favourable treatment In 1900 the pre 
ference was raised to one third 

215 The subject of Imperial Preference came before the Colonial 
ImperdJ 1 r roreutfo be Conference of 1902 and on this oeoasiou 

comeg a policy the principle uas for the first time author 
itatircl> recognised as one of general application The resolution 
])assed by the Conference was as follows — 

“ 1 That this Conference recognises that the principle of 
preferential trade between the United Kingdom and IIis 
Jlajcsty’s Dominions beyond the seas would stimulate 
and facilitate mutnal commercial intercourse and ^\o^lld 
by promoting the de\clopmeTit of the resources and 
industries of the several parts strengthen the Empire 

2 That this Conference recognises that, m the present cir 

cumstnnees of the Colonies it is not practicable to adopt 
a general system of free trade as between the mother 
country and the British Dominions beyond the seas 

3 That with a Mew, however, to promoting the increase of 

trade within the Empire, it is desirable tliat those 
Colonies which have not already adopted such a policy 
should, ns far as their circumstances permit, give 
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STi\i'?tnnhn\ protorcntial trcntmcni to tho prodootR ond 
TOanutnctiircR of the United Kingdom 
4 That the frimc WmiRtcrn of live Colonies respectfully nrgo 
on His Mnjcstj *s Government the expediency of grant- 
ing m the United Kingdom preferential treatment to 
the products and wnmifnctorcs of the Colonics, either 
hj exemption from or rcducliou of duties now or here 
after imposed 

That the Prime 'Ministers present at the Conference under- 
talvc to submit to their respective Governments at the 
earliest opportunitj the principle of tiie resnlntion, and 
to request them to take siicU measures ns ma\ ho 
neccssarj to give elToct to it ” 

The t,l impt “1*5 The points of chief importance ■which 

nil pMfereuco emerge from this resolution are •— 

(1) that the stininHtioii of commercnl intercourse hetiveen 

the different parts of the Empire was m the interests 
of the Empire , 

(2) that the pohc> of preference would develop the resources 

of the several parts of t!ie Empire and thus stiengtbcu 
the whole , 

(S) that there was no question of the Dominions abating their 
protectionist poliev and no idea of establishing free 
trade within the Empire , 

(4) that the preference given should be wholly vohmtarj, and 

should not go bevond whit the cucumstances of each 
unit might reasonabJj {>ermit 

(5) that the United Kingdom should if possible giant certain 

preferences m reluro 

217 In pursuance uf this resolution preferential duties wero 
j, introduce^ bv New Zealand and South 

sexenson Afiica in 10*^1 and by Austialia m 1907, 

but the United Kingdom decisiieb rejcctel the policr of taxation 
of food, through winch alone an> effective response could have 
been made to the preferences granted bv the Dominions At the 
Colonial Conference of 1907 the question was ouce more raised 
piommentlv The representatives of the Dominions showed the 
luporfnnce thov attached to the development of the svstem and ti 
pome response on the part of the Unite<l Kingdom bnt the British 
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Government e^^plained Tvithout disgm*=ic that m their opinion e 
Circumstances of the United Kingdom made tins iinpossiUc c 
resolutions of 1 902 ^rerc reafnnncd m itli a i escr\ ntion bj the Bn 
Government that thej could not assent tint it uas necessary or 
expedient to altei the fiscal s\stcm of the United Kingdom 

218 In the meantime the Goxemment of India had been con^lt 
„ , , , , ed m 1903 on the question of Imperial rre 

reiatfon *to ImpeTial Prefe^ ference from the standpoint of the interests 
of India After reviewing the position oI 
India, the nature of her trade and tariff, and her commercial re a 
tions with the Empire and other countries, their general conclusion 
was that from an economic standpoint India lind something but not 
perhaps very much, to offer to the Empire, that she had aerj htde 
to gam in return, and that she had a great deal to lose or to nsh. 


219 Up to the time of the avar therefore the position was that 
, , the self goa erning Dominions all gave pre 

e gener* rosi wn. tenners at such rates as tlio' considered 
advisable to certain pioducts of the United Kingdom, and m some 
cases to the products of other ports of the Empire , that India 
nnd the majority of the Crown Colonics had not adopted the 
principle , nnd that the British Government had definitely stated 
that It did not see its way to grant preference in the United 
Kingdom The piefercnces granted bv the Pomuiions uoic intended 
priiaanly for the benefit of the United Kingdom, but New Zealand 
extended her concessions to the whole Empire and Canada has 
aoJuntanly gianted her pre/ertnees to \e« Ztafifid India and 
most of the Cro^vIl Colonies Canada has also entered into special 
agreements with the West Indies Australia and South Africa 
adopted the principle of confining their preferences primarily to 
the United Kingdom and only extending them to other parts of 
the Empire as the result of negotiations South Africa has 
negotiated agreements with Canada, New Zealand and Australia 
Australia has made an agreement only with South Africa, but it 
IS stated that negotiations for an agreement with New Zealand are at 


present m progres<5 In Canada, Australia and New Zealand the 
preferential duties are usually about two thirds of the full 
duty, though the fraction vanes considerably both above and 
below this figure The South Afncan preference is a small one 
and IS usually only a rebate of 3 per cent ailinhreni In a 
number of cases when the general duty is only 3 per cent British 
goods are admitted free, and in the other Dominions in the same 
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way British goods i\rc sometimes ndmitlcd free, ^\hcu tho general 
dutv IS at a low rale It rami be temembered that m no case do 
the Dommiona allow these preferences to interfere with the degree 
of protection which they consider ncccssarj for their ow n mdustnes. 

2-0 The war ga^c a great impetus to tho policy of consolidating 
. ,,, the Umpire, and m the light of the ideas 

engendered by the w nr the question of 
bapenal Preference began to bo re csamincd Tho Economic 
Conference at Pans in 1910 passed n resolution recommending 
the A.lhes to taUc tho necessary steps without delay to render 
themselYes independent of tbc enemy countries ns jcgards tho 
raw materials and manufnetmed articles csscntnl to the dctclop- 
ttent of their economic activities This resolution raised the whole 
question oi the orgamratiou of the Empire as an independent 
economic unit, and it was proposed to convene a conference of 
the Dommions and India to consider th© commercnl pobey to he 
adopted after the war Ideas at this time wcic perhaps coloured 
'uiduh by war conditions, and more stress seems to haic been laid 
^'n the desirability of making the Empire self contained in the 
latter of food suppbes, raw materials and manufactures, and 
a'olving a unified pobey, than on the mere development of the 
interchange of products between tbc various parts 


221 The projected conference was never held m the form which 
.farther pM{«r,oc« The appatcntlv Contemplated But the 

r^jSo*^ adopts the Iiupciial Wai Conference, 1917, passed the 

following resolution • 


“ The time has aiiived when all possible encouragement 
should be given to the dtvelopment of Imperial resources, 
and especiailj to makiug the Lmpue independent of other 
countries in respect of food supplies, raw materials, and 
essential industries AYith these objects in view this 
Conference evpresso itself in £a\ouv of — 

(1) The principle that each part of the Empire, having due 
ue©i.vd. In the mleresta of our Albcs, shall give 
fapecially favourable treatment and facilities to tho 
produce aud manufactures of other parts of the Em 
pire 

(2) Arrangements by which intending emigrants from the 
Emted Kingdom may be induced to settle in countries 
under the Bntish flag 
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222 Tlie movement towards a sti eiifftheuing of the lints of 
Empiie found cxpre-ision in independent action taken hy luanj of 
the members The most import int t\cnt Mas the adoption b} 
the United Kingdom in 1959 of the policj of preference, thus 
i.c,vei-smg the attitude taken m 1907. It had alwajs becu 
iccognised that preferences gi\eii bj the United Kingdom, unless 
accompanied bj considerable depaitures in fiscal policj, would 
not ha\Q any great piaetical effect But in 1919 the United 
Kingdom uithout altering its general tariff policj granted to the 
whole Empire preferential rates, uhich were usuallj fne sixths or 
tuo thirds of the full rate, on nearly all articles on winch luipoit 
duties ucrc le\icd At the same time manj of the Crown Colonics 
tpok up the question of Imperial Prefeicnce, some of them haie 
alreadi introduced preferential rates, while it is bchc'cd that 
others have them under consideration Australia and New Zealand 
have also within the last two jears levised and increased their 
preferences 

223 It was not possible for India to ignore a general movement 

of this nature, and from 1917 onwards 
0 laewmiMs epo cy question of Impcinl Proteience has m 
one form or another been bcfoie the Gov eminent of India Wo 
have alreadj explained how the icsolution moved b> Sir Qeor&o 
Barnes m February 1920 in the Impeiial Logislativo Council 
fpr tl 0 appointment of a committee to report ‘‘ whether or not 
it IS advisable to apply to the Indian Customs Taiiff a system of 
preference in favour of goods of Empiie origin, led directb 
to the enquiry which we have been conducting 

(i») Economic PjuNciti.Efv 

221 Ah a pulnninarj to considering the n(loi)tioii of a policy of 
roonomic effect of j refer Impennl Preference by India it is important 
mti-ii iioUee to obinm a dear idea of the economic effects 

of preferential duties Preference means tbit goods from one oi 
more favoured countries paj duty at o rate lower than tile general 
rate, Whether the preferential rate is a real reduction in duty 
or whether the general rat** has been arrived at hj making an 
addition to whatt is considered Ibe minimum duly, which thus 
becomes the preferential rate is, m considering the economic effect, 
immaterial For our present imrpose the preference maj bo 
treafed as a reduction of dutj in comparison with the rate imposed 
on foreign countries m general The effect of tmeh. a reduction is 
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clcarlj expressed m tho iollowju" pissige from tlie neporfc oa 
Rccjprocjt) .jnd CoJiuneui j 1 Ti times picpnrtil hj tlic Uailcd Stiitcs 
Tariff Commission in 1918 — 

“ As icgards economic cffict, reductions of dulj under the con- 
cessional method ha\c ttiffcrcnt consequences under vai->- 
ing conditions of suppb as rcgaids iho article affected. 
"Where a reduction of dutj affects onl) a fraction of the 
imports of a jiarticulnr aitidc, and the major poition 
of the impoits of that article is atiU left subject to the 
mam, or non concessional duty, the result is not only a 
loss of ie\enue to the Tieasurj, because of the loiver 
rates of duty, but absence of an> gam to consumers The 
reduction of dttfj redounds oidj to the adianfage of the 
foreign producei Tins aituation ivns exemplified by our 
experience nitli Hau.SH, as detailed m this report, under 
the iocii»rocity treaty of 1875 Th it cxpeiiencc was not 
indeed part of a general concessional policy , but it, nos er- 
theless, supplies au example of the Trorking of a limited 
concession If, on the othci hand, virtually the entue 
impoitcd supply of a given article is admitted at the 
loweicd concessional rates, the effect is that of a general 
icduction of dutv Such a result ensued, at least m the 
more lecent ycais of the operation ot the leeiprocity 
tieaty ■witii Cuba, as a conecquencc of our concession of 
a I educed duty upon Cuban sugar As shown in the dis- 
cussion of Cuban relations, this concession resulted in a 
gam to the Cuban sugar producer during the first y ears 
after the reciprocity arrangement -went into effect, but 
had come to ledound, during Uie year'!! immediately pre 
ceding tho Iliiropean wai, mainly to tho adiantage of 
the domestic consumer ” 

225 We t lire it th it thi'- pi'^s gc expiosoCs .HciirateJy the ceono 
Effect dciwnJs on tho « ® picfereiitml duty So long ns 

importanco o( tho a substantial quantity of the commodity con 
sourcta of Fnrrb tinncs to be imported from countries to 

which the pieferential rati- is not extended the price of the com- 
modity ^\lU be regulated by the higher duty The tonsumer will 
thus pay tlu. bigbei puce on the nlioh i>upply, au'I the dilTcience 
between the two rates of duty will be cqmiftlcut to a bounty to the 
manufacturer m the country iccening the piefereuce "'i^en on 
the other hand the country rtctuing tht. prv.len,nce suppbes prao 
tically the whole market, then the price to the consumer will be 
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It ill'' IntT'"’- iB'e TLe lojctv lo th'* fo"CJ'*n nanTifa 
Tv^ rrid Li I*’*' TTil! cet the lcn''fit cf ttc i™er 

j-f VN Y} A rTjr^i} 3 trL tier iLe con^Tun'T i3 or b 

p ’'rlis l-^criJcl ^'■Z of iLp fore £ni 122 ’ ufacturer d'^pend enthe 

j -n iiT- 1 . ^re of ^pplv If the portion of tt? 

a’-'-hfi <...p ■'jol ’ T- t} * "moured eon iirr j» lar^e the burden on the 
0 "' *-'{•*■ TV'"'! I)" I] o" pTs I’lr tb"-e TvfU b“ DO burden at aJJ 

'S'* } 1 hfir-rri ” -s « vjpplr from lit favoured counlrr is nasn 
’\1'14TC *f> f *o J *-~rp^T- tie c^n iiti-C*' Tvill suffer 
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JJb It rjiT I e ih'vj'rit tint, unlcs' the consumer suffers tt^ 
' T ‘’'u naiuf etnnr cannot benefit, ths 
JO s, T u 1 NN thi. foreign manufacturer is 

•ihle 10 ni iiex for himself some of the differ 
<1)0’' ItiTvoin lie tiro rales of duty, 
\m 11 )Ti n-om 5 *'T Kucit This howeTcr is not a 

f'lr V v f • »ir il o O'-' To 1 )t c an illu«tratioii ttc ditt a 
thiJ il •' fixo irol c 1 trr iv I efore the jrr'iit of prefenuce surPv 
me iJiroon^T Ttc-s o' il r "rtici V/ter ihe p-efcreiice i» gi'en the 

pi Joc 1 •< lie O'*!) inerfTriJii r it Ii nuulatcd Iv (he hislt^r nte 

of ilntT n 1 I) r 1 1 nf i t irvi-' t f th« f ni mx! couutrr will recen? 
ns liTv I n ilioilv <\,hn xl i I n ns of iho difftrtiiee bitwcenthe 
t\T ' niov Iho c\fi of ih)v Kim in to <:innThTi the tnde of the 
WTmifs imviN » f the onmTrr rvnn, ih j>rifin.ncc and m a short 
time iliT iiu svnr fir ihnn K« j} nJi le market drivuig out 
Tlto>»rllri Jti 1 1 ) r rmJ n ifietutrv The price to the COn 
vvmi "ill ilf’H I'e 1 kjJjiNl It iJ I wtr tr preferential rate of 
xItMt xiT 5 The (it utw? \ nnfTeiutxrs witJ imd tbxi the price falls 
Tt Jhe Int o.TliipeimTT I t I Mur tl t liiTt nor flierehr lost the 
ttIdI' h liohl of llio piTftnn Ih ir pun is represented b} the 
rt Hill mil «piTTJer of the 1 1 nk t win h iIht h itc n eun'tl for them 
ioUtt nl llio ovpeiise of Ih «r noi prrfiirotl rn-nK Tims fher bene 
flT own when fli e nsmm r h)s ix jxxl Jo snlTir 


M will 1) ippimii fnTm Jhi considerations stated above 
\>tW* T^-i Ten f-p nrpnniiuts in favour of prefer 

< vi« fr iivrrf ennirr uilnl dutits arc Ttr\ •imihr to those in 
r»\mn of prolix-liTt diihcs In Iwth eases 
ih* T IS ihmIi I to MilTfr i UmjonrT Jos^ In both cases he 

i*. (ii'T'n t)»' 1' P thil wli n tlu |ht1h.t Micceetls the loss wuU ter 
mlniti In tin mi t ist ItTmTor tin nlTjutnue for which he is 
jn\it<xl to mill i Ins itiii}»)rjrT Itv tviII n».».rm to (he industries of 
bin own cnmtiT whetTss m the tis« < f pn h rence it wiU accrue to 
jl (iuln»tti H if the ooimti} It which prtfcrtnct. is given 
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223 'The nnv bo Jrnrnl fwrllior It jt ntt o •^ontuil pnrt 

of tho 'ohme of prntorlion wlncb wo lm\o ajUoi ntf d lb^t piotootjon 
iiiould be pjvon onh to snob indirti jm as im\ bo ro^fnrdod ««» pnsvrss 
a compmtno oiU'ijjtngo, nml winch arc tin roforo lil cl^ with 
< 0 lid of the protoctioJi j;ncn to he able c\oiitnftll\ to fiujiplj the 
needs of the country as chcaph ns forci„'n industiics Tho pnmo 
piiDcipIe should be applied »n the pinnt of prefcicnce If a prefer- 
ence IS given to an inofln.icut mdustt j < r to an uulustrj w Inch w ith 
ibe preference IS not hi cl\ f » be \\\ t« suppU iMiitnilU tli. wh le 
nijrtet the preference will constitute a permanent burden on the 
'’f'Dstjiner, and will therefore fiom an economic point of s itw be nn 
Pi'tifiahle 

-20 The oconomic effect of n pieferentinl duly has two aspects 
Hulnito \N lu% b u < oiisidi rnv the dlitt 
mcMlj •X'' it afluts the cnnsinn i Hut the 
wav affect the Goseinment uxenuc If the pitfciontial 
rate is a tiue icduotion from the ccnenl late it is chai tliat tho 
oantiy gnnting the pufoientnl ntc is Mcufiuu^ UMinte As wo 
iiuhcitetl ahoxe hoxux i pufuentnl ial«s a»t finpicntlj not 
roilTcclnctious I’leftK iiec oftiu lal es the foi m nf i usin„' tho duties 
bgainst the non f noiued conutries instead of lowenn" tliom for the 
benefit of the ftxfuircd cmnitues In such ea es it wiv be arpned 
.^hat the State saciifjccs no 1 \ ime Indeed it miy leeiiso m mpw 
^ the highci t'ltis imposed on the non favoured countries a slipbtly 
aighcr lovenne Hnt foi tbe tine economic ctTict wo ba\c to look 
below the surface The best tas fiom the eeonotoic point of view is 
that which brings to tbe public exchequer all tbe money extracted 
from the pocket of tbe tax payei An import dut> operates to raise 
the price of the whole of the commodity sold m the countl^ whetbci 
imported or produced locally Consequently tbe bebt economic im 
port dutj IS one imposed on a commodity none of which is produced 
tritbin tho country In this case the whole extra price paid by tbe 
consumer is levied m the form of itnpoit duti ami reaches the public 
exchequer The smaller the amount imported as compared with the 
amount produced locally tbe smaller is tbe Te^en^e m proportion to 
the tax on the consumer It is to meet these conditions that those 
countries which regulate their tariffs purely for purposes of revenue 
impose excise duties on tbe home pioductiou of goods on which import 
duties arc imposed Txaetlj the same considerations aiise in the 
wae of preferential duties We mav foe purposes of this aipiimcnt 
concentrate onr attention solclv on the goods imported and max 
'Rnore the home production if any It is clear that if a single rate 
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of dutj IS imposod, the State will secure ss revenue the whole 
amount pnid h\ the consumer But if tuo rates are imposed and 
the consumei pa\s n price })"scd on the lughcr of these two rates 
the State docs not sccuic as revenue the full amount tal en from 
the pocket of the consumer The ta\ therefore to this extent is 
not sound ecnnomiealh and this unsound economic effect may 
le leprescntcd h^ saMDg that the Go\emment loses re^enue— not 
fossiblj etuil re\enue but iclatne to the amount which it shonld 
lcf*el^e in Aiitiie f tlio b ii ien uhich it is placing on the consumer 

2^0 A prcferentnl dut\ when it takes the form of raising the 
Home jnd stnea m:iT « p ‘ ‘>ffainst non preferred countries may 
port prefereneo if it in Sometimes receixc the support of the lionie 
creaaei protection industry because It increases the protection 

which that industry enjois But this js bj no means a sound argu 
ment for granting sucli preference It must ho assumed under our 
scheme that the industry is already enjoying the protection which it 
needs If then this protection is incicased bj means of a prefer 
ential duty the result merely is that the consumer is being penalised 
to an unroasonahle and unnecessary extent and that the industry is 
receiving a higer measure of protection than it requires 

231 There is one indirect effect of preferential treatment wluch 

B ,, j 1 iv perhaps uorth mention The effect of 
Po»i IpU (idfftnti-'O to th« ' 11 . i . 1 . , » „ 

conntry whi-Kgronts a pro prefeienco Mill hc to stimulate imports from 
Tt recedes fasourahle treat 

ment If the preferences are important, this 
will lend to buikl up direct shipping connections between the two 
countries and as a consequence will gne the exporters of the country 
granting the preference some advantage in the market of the country 
receiMDg the preference In other words if imports are attracted 
from a particular country, there will be o tendency for exports to be 
attracted to tint country Thus to some extent it may be the case 
that the grant of a preference may bring some indirect eomponsatmg 
od\antage to the country which grants it, provided its exports are 
competing with the exports of otW countries in the market of the 
country to which the preference is granted 


(til) The economic lixiitations or pkeferencf in India 

23*’ ^\c bnxe explained in general what we conceive to be the 
an! dff nation of normal economic effects of preferential 
Indian import# and eaports duties, both on the produccp in the conntry 
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receiving tbc pTefercncc, nnd on the consumer in tUo connlrj Rismn 
It "We noir taro io consider the probiWo rc»n)ts of n policy of 
preference in India, m \icu of lUc special features ( f her tconomic 
position This aspect of the question ufts csamined Uilh Rroai 
care bj' the Qoveninicnt of Lord Curran, and tlicir conclusions s%cri 
^ted in their despatch to the Secrclnrj of State dated the 22ml 
October 1D03 In its pcncrnl features the annljsts of tUc situalinn 
then made holds Rood The Go%ernmcnt of India in loot 
Jo^d that about three fourths of the total imports into 
^<ha came from the British Umpire Indian exports on the other 
and went prcpondcntiriRlj to foreign countries Tlio situation 
s ill is m broad outline the same, though rucIi change ns has tiUcn 
pace has been to the disadvantage of the British Bmpiro Tlio 
Sures Riven m Appendix D ahow that the imports from tlm 
ritish Empire which were estimated at about Tl per cent in 190d 
JO the fne years immediately preceding the war only 
8 per cent snd in 1921 22 stood *it CG G per cent The percent 
of India's exports going to the British Empire has followed a 
nmuar course of grndinl diminution In 1901 approximately 47 per 
teat of Indian exports went to the British Empire including exports 
lo Hongkong and the Straits Settlements which were, Iiowcvcr, 
wstined very largely for China and Japan The oorresponding 
^gores for the five jests preceding the war show a percentage of 
^ 9 and m 1920 21 of 43 which m 1921 22 fell nbruptly to 37 3 
Ihiniing to exports from India to the United Kingdom these 
Represented in 1901 about 2> per cent of the total exports m the 
ivc years preceding the war the average percentage was the Rnme, 
VR 7 stood at 21 9 per cent nud in 1921 22 it hid fiUcn to 

Conditions liiie not completely readjusted tliemsolves after 
<ae War, tmt the figures seem to indicate for exports is for imports 
Boine degree of relitne decline of the importance of the British 
Empire m the trade of India The present position is tint India 
receives about two thirds of her total imports from the British 
Empire and scuds to the British Empire after deducting exports to 
Hongkong and the Struts Setllcmcnts which arc destined for China 
■’nd Japan something over one third of her exports 

233 "We have shown m Chapter III that between 70 and 80 per 
e ott« not of ft imports into India come under 

to i)«St 6*pT«"ftMy tl c class of irtielca wholly or mainly manu 
fcn preference factiirod On the Other hand the exports 

wniufacturcs from India amoimt to only some 30 per cent of the 
tatal exports, the remainder consisting to the extent of 40 to 50 
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per cent oE raw materials, an3 the balance o£ articles classified 
Under the head o£ “ food dunk and tobacco ” Broadly spealung 
therefore India maj be said to import manufactures and to export 
raw materials and foodstuffs This fact is of great significance m 
considering the probable results of a sjstem of preference fhe 
economic advantage derived from a preference tends to be more 
important m the case of manufactured goods than m the ease of raw 
materials Jlanufactores nearly always meet With been competition 
in foreign markets and therefore a preference on manufactures is 
nearly alwaas of aaluc The position in. regard to raw materials is 
diffeicnt In the first place the> are usually admitted free into 
foreign maikets so that the possibility of a preference does not 
arise , m the second place it is an obvious fact that to a large extent 
they find their markets ready made whereas the market for mami 
factures has to be developed and carefully nursed Witb a com 
paratnely small degree of competition lo meet it is clear that raw 
materials stand scry much less in need of preference than do jnanu 
factures aiul that the gain to them by preference is likely to 1 o 
correspondingly smaller With regard tb foodstuffs the general 
tendency in most countries is to admit them free, and the possibibties 
of preference are limited 


234 These general considerations are corroborated by an examui 

I»di« I’”"”'*'' 

petwned in the United »Kant«j.c ilicy coiild dcmc from a system 
Kinjaom prcferfiicc Lord Curzon’a Government 

in 1903 considered the possible commodities to which prefcrenc 
might f c extended by the United Kingdom, and found that few, if 
anj, •ncrc likely to receive any appreciable benefit "Ue ore now able 
to (leal with the matter on a more practical basis for, as we liare 
explained above the United Kingdom granted to the whole Umpire 
m 1919 such preferences as xcre found to be consistent with her 
tariff policy The only preferences of interest to India are those 
on tea tobacco and coffee In each of these cases the preference 
took the form of a reduction of one sixth of the duf^ The pre^ 
ierence was a genuine reduction from the general rate of dutv 
and was not created bv maintaining the existing rate for British 


products and enhancing it for foreign products The amount of the 
preference was reasonable The United IvingdoiU clearly went as far 
as could I c expected consistently xntU a regard for her own interests 
We have to see what benefit within those limitations has been con 
ferred on Indian producers. 
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235 In the case o! ten the ^ ilue ol tlio preforeneo granted to 
India » disconntcd by the fact that her 
chief competitor, Ceylon, enjoys an equal 
preference Between them these two countries provided 86 per cent 
0 the tea entered for homo consumption in the United Eangdom in 
the year 1913, and in 1920 they provided 90 per cent "When such a 
large percentage of the total supply is entitled to the preferential 
rate, it may be assumed in accordance with the gener^ economic 
rrineiples which we have stated above that the price to the Bntish 
consumer will be regulated by the preferential, and not by tho 
8‘'neTal, rate of duty No direct bonus therefore is likely to accnio 
fo the Empire producers of tea from the British preference Tho 
alvantage which they may be expected to derive consists in tlio 
iiPreased demand which the reduction m price may esuso, and m the 
possibility of securing for themselves the xcmainmg 10 per cent of 
Bntish market But in this particular case it is not 
^tirely clear that the capture of the remaining 10 per cent of the 
British market will be of any great advantage to the Empire tea 
producers When the question of introducing pieforential rates in 
tiip Tlmtcd Kingdom tariff was under consideration m 1919, the 
Irdito Tea Association expressed some doubt as> to the ^a^uc to them 
the suggested preference They thought that il would have the 
effect of driving Java and inferior China tea out of the English market 
altogether, that the result would be that these teas would compete 
iecDly in American and other foreign markets with British tea, and 
that the Bntish tea exporters might possibly lose those markets and 
^ould therefore gnin nothing by the preference These views, how- 
ever, are not those now held by the Indian Tea Association In 1919 
the Association made a special request that India should be granted 
preference in the Canadian market where Java tea was obtamuag a 
Serious hold, a request which was granted by the Canadian Govern 
nienf , and it expressed itself to us as believing in tho advantage of 
preference to the tea trade, and as anticipating good results if a pre 
ferenco were granted by Australia Wc do not therefore endorse tho 
Views expressed before the grant of the preference on tea m tho 
United Kingdom as to its possible inutility But we do think that the 
preference on Indian tea is only of mdircct ad\antoge to the Indian 
tea producers by way of a possible extension of their market, and tlmt 
It doca not operate to increase their pro&ts pei pound of tea sold 

230 The Indian coffee planters are probably at a better position 
to benefit by tho British preference than 
the Ui pLiutctb, and they ba\c cousisleutly 
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supported the concession The proportion ivhjeh the Indian suiiplj 
coffee hc'irs to the total supply in the United Kingdom is compara 
timely smally and it is possible therefore that the Indian coffee 
planters receive something m the nature of a direct bonus The 
Indian coffee tiade is however small compared to the tea trade, 
and it IS not clear whether there is any large scope for increased 
production m India 

237 In the case of tobacco, •which however aKo occupies but a 
minor position among Indian exports, it 
Tobacco would sccm likely at first Bight that the 

pieterence would be of substantial advantage to the trade lint, 
ns was pointed out in 1903, the system of levying the duty in the 
United Kingdom creates a diseriimnation against Indian tohaeco 
The duty on tobacco m England is charged by weight and not by 
value Consequently the cheaper article is taxed more severelj m 
proportion to its value than the more expensive, and the cheap 
Indian tobacco pajs a duty •which is particularly heavy. Even with 
the preference Indian tobacco remains at a disadvantage m the 
English market This n a case in which a Inghcr degree of prefer 
euce or a change m the system of asscsMng the duty might be expect 
cd to give a real stimulus to the Indian trade 

23b The above examination of the existing preferences granted 
B,. ;» products m tlto Umtod Kingdom 

to India fiom preiorenco is bears out « our general proposition that 
Indian expoits on the whole are not of a 
nature capable of benefiting to any great extent by preferential rates, 
paiticularly such as can be granted m the United Kingdom We 
frttly recognise that, except perhaps in the case of tobacco, the 
British Government has done what it can within its existing tariff 
system. But only one of the major exports of India receiv es a pre- 
ference, and even if the tariff pobey of Great Britain were to be modi 
fied, as was proposed in 1904, with a view to extending the field of 
preference, we do not think that the gam to India would he great 
239 On the other hand it •would no doubt be possible for India 
Jndia ramotmot erfo. “ mibstaulial advantages on British 

eite nrcfcrioreg witi oat products by thc grant of preferences in her 
eetlooB loss to I criclf L i i m. , ._i 

market Thc nature of thc Brilwh 
mport'a nhieh are nearly all manuCac^uics, makes tins clear. But 
wc do not think that India could grant anything of great value 
Without imposing a serious burden on herself and it would not bo 
reasonable for ^dia to incur ^ch a burden. 
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ilt.iljii;' %mUi ^^\nl -nc tnVc io be Vbo un^ objicbon lo 
WiKifMr thAi prefmiro of «>»> C’tlcnsiNC system oC pr*.fi.r- 

1 'totcc‘ion ciu p«» b\ ]»<)m \sc wjslj to intuiion Iwo 
points m respect of \shich ajijirclictistoti « 
^nerUly espTC 2 »scil bj Inthin %\ilnc*ses but \\iuch Oo not seem to 
^ to justifj nn adverse verdjct from the economic jiomt of view 
hrst place minj witnc'ise'i hv\c expressed the fear that a 
Po cv of prcforciioo vvoiiM !«> niuivoleiit to vvcalvcniiig tho polity 
nroteetion, that tho grant of preference to ItriUfth nunmfaclmrs 
'* Indian market would luein that Imlim imhishiM would not 
\lio full protection which thej tc<luiro for then develop 
need hardly say that, if such were tho probiblc consc 
^^icnces of a policy of preference we shmild as strongly ami uii 
eservedly as the witnesses to whom we have rcEcrtcd, piouounco 
lm\c cisplamcd above that In wi'm \ 

ha uo'e trcoly granted preferences to the United Kingdom, 

K<s 8.11 adopted a pronounced protectionist policy, end tlicy have in 
ury c^Q prcfcicnccs granted by them to tUo 

w ed Kingdom m lio way nitericicd with the protection winch they 
their own industries reiiuired tVe wish to make it per 
ectly cicdt that it is essential that, if my preference is granted by 
odia, It should not be allowed m any way to dimmish the full pro 
cctioa which it may be dccideil any Indian industry teijuirca 

241 The second apprehension ot economic loss which we do not 
..■Appishoaiioo* o{ iMB ^ IS that foreign coan 

c^j“^**»ha.tiontpy foreign tries Will take retaliatory measures against 
«*ftggetato(i. India, if India ezcludes them pariiaUy from 

her markets by a system of picfcrcncc This was au argument to 
^hich Lord Curaon s Loveiumcnt in Xa03 attached great importance 
*hey realised the streneth of India s position as an esporter of 
mateiiais which forci,;n countries were interested la obtaimng 
at the cheapest rates But they could not esclade the possibility 
that in the ea*e of some coontnea and in the case of certain articles 
India inigiit <,pcn to attack The jiositiou was re examined by 
Ihc Govermnent of India in 1917, and they came to the conclusion 
^hat the duigLis npiirLhcnded by Loid Ourzou j» Govtrameut on 
Ihva account wcit not feeviuvi^ Tl«-y Ihou^ht that tbo i.ltengtfa. of 
India’s position as a supplier of raw materials, many of which wero 
monopolies or partial monopolies, had been under estimated, and 
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that the Indian expoit trade ttos not hhely to be eenottsly prejudiced 
by any retaliatory action taken by foreign countries The position 
nas oxamuied once moie bj the Coniniiltec of the Imperial Legis 
lati\c Council -nbich ivas appointed in 1920 to consider the subject 
of Iinjicual Preference Their conclusion on this point ifl stated 
in the tollo'w ing 'words — 

“ We first considered the question whether the applicaticu to 
the Indian Customs Tariff of a system of preference m 
ta\our of goods of Empire origin would be likeh to 
in\ohc any danger of retaliation bj countries outside the 
Empire in respect of our export trade So far as we are 
able to judge we aic unanimously of opinion that in mcw 
of the demand for our raw materials there is no danger 
to be feared on this score, and that the apprehensions of 
Lord Cuizon & Oo^cmment m respect of this particular 
aspect of the question would in present circumstances 
be unreal ” 

242 The consideration which we baie been able to give to the 
matter leads us to the same conclusions as were reached by the 
Government of India in 1917 and the Committee of the Imperial 
Legislative Council m 1920 'While it is impossible to say that no 
country would take retaliatory measures against India in the 
event of the adoption of a pobey of preference, we do not think 
that any country is bkely to be able to embark on such action with 
any prospect of economic advantage to itself 

243 We have dealt with two aspects of this question in regard to 

^ winch are bebevc that popular opinion is 
E«al economio loss to 

indiA froni piefcroDcswonM mistaken in aoticipating economic loss to 
bo tho jBcreoeed coit to the India from the adoption of a pobey of pre 
ference But we have shown, in analjsmg 
the effect of preferential rates that they arc likely m many instances 
to penalise the consumer in the country granting the preference, and 
it 13 in this respect that we anticipate that any considerable appli 
cation of a policy of preference would cause distinct economic loss 
to India The great mass of the people in India, it must be remem 
bered arc poor Wo ba>e throughout our enquiry borne this con 
sidcration in mind Our general recommendations ha^ e been framed 
with a view to confining the Bacnfice which must be demanded of 
the Indian consumer within the narrowest possible limits Jt 
would not be consistent with our general Mew of the situation to ask 
the Indi^ consumer to bear an appreciable burden for tho benefit 
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t! Bntisb Sncb Inrfcn as apj>«sri lo us inenlaWe 

the pursuit ol a polic\ of r'O'^c rapid induitriaf devcloptncnt tho 
tsttian consumer must !«? vied to I'car But lie «^lioutd not be ciUcd 
®poa to bear an additions! burden on top of this for the furtherance 
interests irhich arc rot pnirsnly Indian 

244 In this coimeeiion a supRcstion has been made tliat prefer. 
^3'^nUje of m tp *^hould iicvcr bc given m the case of an 

industrv which is protected m India This 
i. suggestion IS not dictated by an> fear that 

, misht wcahen the protection granted to the Indian 

iDfln 1 out by the consideration that the protection of the Indian 
ffi!.# already imposes a 1 urden on the Indian consumer and 
It IS not desirable that a further burden Bhoiild I e 
tilth ^ preferential rate Mhich would imdouhtcdli 

^ form of raising tiie general rate aboic the Iciel iihich is 
Quired for purposes of protection We do not think that it would 
to lay down any absolute rule to this eftect but wo 
burd selecting articles for preference the extent of the 

^li^fisdy imposed on the consumer in respect of those 
P vcular articles should not bc ignored 

245 In our -^lew it is clear that it preference is to bo given it 
CoBdton* a ifhchtho ^^st be confined to comparatively ffiw com 

^Art'^bF******"®® nw?u modities and cannot tike the form of a 
, * gencnl preferential tanS The com 

0 dies selected must 1 c as tar as possible those m which British 
j ^^iifacturcrs already hold an important part of the market and 
wiiic I the grant of preference is likely to dciclop rapidly tiie 
^ <*! the market hieh thej will command so that the burden 
the Consumer if any mil be remo\cd at an early date Wehate 
to recognise however that there may be few industries which fulfil 
uo Toquireinents wc ln\c lail down A British mdustrj which is 
Iioroughly efficient and already coraimnds a large part of the 
udian marl ct is not perhaps likely to stand in need of the impetus 
ti at preference would give The industries which would be likely 
to place their faith in preference are prceisclv those which are less 
efficient and the grant of preference to them might impose a per 
^anent bimleu on the Indian consumer Nevertheless we recognise 
that there ina> he cases i articularly arising out of spccml and 
temporary conditions m uhich India might be in a position to give 
assistance to British imlUNtricv without appreciable economic loss to 

herself 
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246 Looking broadly at the competition of foreign countries la 
N.tooo! to. -n cmpsi tlic Inflnn mitket, wc ECo tliat out of 31 per 
t on in the Jai ininatfcct cent of imports derucd from countries 
outside the British Empire about 18 per cent in 1920 21 aud 13 per 
cent in 1921 22 came from the United States -ind Japan After these 
two cotnes Java the imports from which hoacever, consist of sugafi 
and therefore do not compete with imports from the United Kingdom 
The most serioua general competitors of British manufacturers there 
fore at the present moment are America and Japan German 
competition in the matter of djes is an important factor , and both 
Germany and Belgium are competitors of whom account must he 
taken in the imports of iron anti steel It must also be remembered 
that before the war German imports into India exceeded those of 
any other foreign countrj and that theic are signs that Germany i^ 
praduaU 3 working up this trade again Japanese competition is 
mainly confined to cotton yarn and piece goods The United States 
sends large quantities of iron and steel machinery, hardware and 
cutlery, instruments apparatus and appbanccs motor cars and 
tobacco which may bo considered m a ar> mg degrees to be in com 
petition with British imports Those are the mam heads under 
winch we might expect British manufactmers to anticipate ndvantag'* 
to f hemseh es from the grant of preferences m the Indian market 

247 We haic rcconed a certain mimhor of applications front 
E^sneatg c>( Of t «i mano British manufacturing interests for the 
f»fturcra for ricfcTHK-e grant of prefcrciico Representations have 
been made in respect of djes motor cars electrical apparatus 
tobacco drugs and rubbTir tjrcs while a griierfll appeal was recened 
from the British Empire Producers Organisation impressing upon 
us the importance of the adoption of the principle of Imperial pro 
fcrcnce Wc arc not in a position to make any definite recommend 
ations in regard to the merits of these various applications But wc 
think it desirable to point out certain aspects of some of them which 
have come under our consideration 

218 The application which is probably of the most importance 
and which has been roost earnestly pressed 
t>w OUT wUcntion is that, on \'>cha\5 ot BtiIisVi 
dies II was pointed out that the manufacture of djes has been 
recognised in tlie United Kingdom as an indtistrj of impcrnl im 
rortanee and that in consequence jt has rcccncd a very special 
measure of j r toction m the marl et of the moflier cnunfiy The 
considerations it is urged which haic lid the United Kingdom to 
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give spccnl treatment to the tlji* mdiwlry ahouhl lend other partn 
of the Empire to do ^vhfvt they enn to nssiat the (lc^elopmnnt oC 
British (lyc 3 It 11 not onlj that in time of war Ihi rmpire should 
not be exposed to the nsh of finding ila suppliei of d\ oslnffs entirclv 
rut off 1 be dro mdustri has a imich doner and more direct relntion 
to the interests and c\cn the safetj, of the Empire in the c\cnt of 
^ar It 1$ reoogniHLfi tint on cflicient djcstnfT imhntrj in of the 
utmost importance to the nntioml accunt>, ai in its ahsom.c senons 
ifficnlty Tnnst ho experienced in turninp out rapidly the i xplonn os 
find chemicals required for war From this pomt of mcm therefore 
the establishment of a large scale dyestuff industry is of supremo 
uuportance to all parts of the Fmpirc It is admitted that under 
present conditions there is no possibility of starting such an 
uidastry m India Indn therefore m time of war must he 
dependent on the dy cstuff indusln of tho United Kingdom , and from 
‘be point of mow of Indian mlercsts it might bo tlvought that some 
Wp could reasonably be extended by India to tho British industry 
The Indian market is of great importance, and llic British industry 
» at pro ent apprehonsiv*' tint it may lose this market and thereby 
suffer a severe blow The compclition is mainly with Germany, 
which before the war was unchallenged in the production of 
uyestuffs It 18 urged that the German industry uliich is a well 
organised monopoly would be prepared to sell even, at a loss in 
order to drive the British industry out of tho Indian market, and 
that in any case the present depreciation of the mark gives the 
Germans an enormous temporary advantage in competition with tho 
British product For these reasons, and because tho British industry 
‘s still to some extent in its infancy and has not yet reached the 
stage of fvdl efSciency tlie British companies for a preference in 
the Indian market 

249 "We recognise the strength of the considerations put 
forward but we realise also that there are important arguments on 
the other side "We undeistand that m many cases the British dyes 
01'* not considered equal in quality to the German dyea and that 
therefore by preferring tbe forraei India would bo imposing a handi 

not only of price but of quality on her manufacturers The 
competition of the Indnn nnUs with Japan m piece goods is at the 
P’-esent time so keen tint Indn might well hesitate to handicap her 
own manufacturers by forcing them to use dearer and inferior 
dyes So far as the Indian marl ct is concerned this handicap might 
be neutralised by increasing the duty on imported piece goods, but 
such a course would have the effect of penahamg the Indian con- 
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sunier In 'iny case tlie Imndicip could not be removed m the ca?e 
of couipctiticm vith Japan m foreign markets 

250 "We bavc stated is iinpartiilly as ve cm the argnments 
vincli ha^e been nsod on both side«: , iiul wo feel that jn accordance 
with the jninciplc Ave haAC adopted throughout this report we 
cannot go my further md on the limited information available to 
us mike in> definite recommendition “VVe think that, if the pnn 
ciple of Impel lal Preference ij» adopted, the question of a preference 
on djes is ifTecting all interests might be examined by the Tariff 
Board 


251 llie ease for a prefeicnee on British motor cars was put 

before us in writing by the Association of 
otoi cars British Motor Manufacturers Limited, and 

orally bj the Motor Trades Association m Calcutta The case of 
motor cars is somewhit peculiar The mam source of supply is the 
United States which m 1920 21 sent motor cars to the value of 
£4 GOG 399 whjle the value of cars imported from the United Kmg 
dom was onlj £2,133 987 The class of cars supplied by the United 
States and In the United Kmgdom is different The iSmencan cars 
make their appeal to tbo Indian market in virtue of their cheapness, 
and the enormoua increase in the import of American cars recently 
shows that this is a factor which is of the utmost importauco in India 
T7e understand that efforts ore being made ni the United Kingdom 
to produce cars siliieh would compete with the cheap American cars 
and a preference in the Indian market might give a decided stimulus 
to this moAcment 

252 W'lth regard to machinery wc hove stated that it is desir 

„ , ablr til if it *!houUl he nilmittcd free But 

1 C jtierr AAould not exclude an ezommation by the 

Tariff Board as to the effect of imposing a low import duty on 
foreign maohmen avliile admitting British machmera free 

253 The feasibility of a preference on cigarettes might also ho 

taimnud In 1920-21 the import trade was 
e^ dnided almost equally between the United 

Kingdom and the Umted States, the latter baling a sliglit ndvantagi 
The figure', of recent jears shon that the imports from the Unite 1 
States Iiaae Icon increasing verj largely, and it is possible that a 
case for prefcience might he midi, out 

254 So far vc have shown that in the nature of things any pro 

i„ i, forcnces eranted to India are likely la be of 

-- , Tvioatirj- B ft »na not oiiiBiddalh less value flian ihc preference'! 
K i.r-.,- which ludia might grant to the Empirr , 


Import of tk b#rB»i 
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bud that con';(‘{iucntij lu unj hiinncc of ccoiioinic loss or gam 
India would vmdcr any general ^stem of preference bo a decided 
loser. We do not however wish to laj too much stress on this aspect 
of the matter We realise that Imperial Preference as between 
the Dominions and the mother country has not hitherto been a matter 
of bargain The Dominions from the first ga^e such preferences 
to the mother country as they felt were consistent with their own 
policy and were not injurious to themsehes Though they made it 
clear that they would welcome any response on the part of the United 
Kingdom, they did not mako the grant of their preferences condi 
tional on such a response Prom 1807 to 1910 no response in fact 
"as made Wlien in 1919 Great Britain decided to follow the 
example of the Doimnions and introduce a preferential sjstem, she 
gaie freely such preferences as she felt could be granted consistently 
"ith the interests of her own people and the requirements of hei 
fivn tariff policy In the same way, if India is to adopt the'prmciplc 
of Imperial Preference, she must adopt it freely to the extent to 
"Inch she feels she can do so without detriment to the paramount 
mterosts of her own people She receives already certain preferences 
from the United Kingdom She recognises with gratitude the spirit 
m which tUc> arc given She will not wish to look too narrowly to 
the actual economic adiantage of these preferences and in turn she 
^ould expect that any preferences which she finds herself in a position 
to grant without serious detriment to her own interests should be 
received in the same spirit, and should be regarded aa a voluntary 
gift and not as part of a bargain 


(»v) CoNcnusioNS 

255 We have been impressed throughout our enquiry by the 

w.Uj comploti! OTMiimily mtli ubich 

to pteference Indian witnesses opposed the principle of 

Imperial Preference , and it is important to erplam the causes which 
in our -view underlie this antagonism 

256 We have already refcrrwl to the belief euui tamed In mauv 

, , , ^ , . vntnc«ses that prcfcunci would operate to 

t J iCMtKat it mtkT o m tn a , 

jtftvio^Uon. %\cat I fwti u I to itidifiii 

industries This apinelu-mton can be met bs Innu hundefinifrh 
the principle that under no cirtumstanct s vh ,uld j rrfercuee 1 ' 
allowed to diminish tin prolcctum mIucU it lu u ts dssikd that an 
Indian induslrj requires 
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257 A Becocd argument ^luch has weighed with many witiies>scs 
(li) bnrdeacnlndisTscon JS that preference IS equivalent to the grant 

euioer of a bounty to the British manufacturer at 

the expense of the Indian consumer, that India is poor while Britain 
IS rich and that it is not reasonable to expect the poor country to mahe 
a gift to the rich one We have explained that in our opimon this 
Mew of the question is not unreasonable and that any general system 
of preference would undoubtedly impose an appreciable burden on 
the Indian consumer which we do not think jt fair that he should hr 
called upon to heir This argument may be met by the assertion o: 
a second principle namely that Imperial Preference should no 
m\olve any appreciable economic loss to India In estimating thi 
economic loss it would be reasonable to take into account any economu 
gam which India receives from the preferences granted by the Unitec 
Kingdom , md in case any should he tempted to look too narrowly a 
the balance of loss and gam, it is well to remember that India at 
present enjojs the protection of the British I^avy in return for 
merely notoinal contribution 

258 Tho mam cause however of the general hostility displayec 
(u)fetftbit tiTiiUffMt Indian Witnesses to tho idea of Impcrnl 

India a fissai aotooomj Preference IS, we think political It is baset 
on a feeling of suspicion There is a fear that if India accepted th( 
principle of Imperial Preference she would find that she had parted 
With the newly won privilege of fiscal autonomy, that in the nami 
of Imperial Preference the tariff policy of India would be directed 
not in her own interests but m the interests of other parts of th< 
Empire, that if India signified her acceptance of the principle the 
details would he dictated to her regardless of her own interests and 
wishcsN We think that these fears arc ba«ed on a misundcrstandmg 
of the t\® position Many regard Iini>erial Preference as meaning 
a unifiedfe®*’^® policy for whole Empire dictated if not by the 
mother bmdiug resolutions passed at periodica] 

Imperial ^ ^ complete misunderstanding of tho 

real prmc«^^® which underlie Imperial Preference We ha\c shown 
above Preference implies no kind of interference in 

lirnif Mv** .Jbvnwwwiw .Vjn? cvhjsvay Ssv i^ihnw 

echos and n^dea of a sjstem of free trade within the Empire or any 
Uniform term policj It is true that as a result of the Pans 
Economic Confprcnce of 1916 alreadj referred to the quostun of 
the organisation of the Empire as au indepondcnt economic unit 
seemed for a tune ^ be cowing mto practical consideration But 
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till uluis to ulucli tin, cuMs «C tiu wfti K«ivo nso did not long survive 
its tcrininJiUon, and the jiolicy ol Imptiittl Preference developed on 
its oiigmal lines UncU part of the Lmpiro took sucli slops ns it 
felt could reasonably bo taken consistently nith its own interests to 
promote inter nnpcunl trade and the manutacturcs of the mother 
country Tins is the meaning winch no ntta h to the poln-y of 
Impeiinl I’lefcroncn, and all onr recommendations must be. read ns 
ufernn" to jvuch a policj , and not to any idea of a joint tiuifC policy 
for the Umpire imposed on the aniious component parts 


259 13ut the doubtcis think that, whatovti may bo tin, policy in 
Tlo n...™™. rf tl.« r'-Botd *0 U'O DominioiH, India stamla in n 
Hiitigii Govin moot rohini diffticnt icliitioii, and that tho piinciplo of 
hgCaoiiMit iiony Iiupuiiil 1'ri.Ccicneo may bo utilised against 

indii to iiilcrfcri, wiili her fiscil autonomy We would iLinind 
them that the principle of permuting India to decide her own IiM.al 
policy has been staled m tho most explicit tciins Wo quote onto 
laoco the tccommcndatwn made by the Joint Select Conumltco on 
the Oovcrnincut of India HiU in lUcir report on clnus>c 83 — . 

“ ^Yhatovc^ bo tho right hacal policy for India, for tho needs 
of her consumers ns well ns for her raanufacturors, it is 
quite clear that sho bhonld have tho samo liberty to 
consider licr interests ns Great Britain, Australia, Now 
Zealand, Canada and South Africa In the opinion of 
tho Committee, therefore, tho Sccrctniy of State should 
as far as possible avoid intciCerciicc on this 8Ubji.tt 
when tho Governmout of India and Us Legislature arc 
lu agreement, and they think that his inttivention when 
it does tako place, should bo limited to s lU guarding the 
international obligations of the rmpm, ui itij hsonl 
arrangements within the Lmpuc to wbuh ilis Maji. sty’s 
Government is a party " 

In his despatch of the 30lh Juno 1921 the beerctarj of State 
said that on behalf of IBs Majesty's Go\crnmcnt In, bad necepted 
tho principle recommended by the Joint Comiiuttoo in tin-’ pass ige 
It 13 true that some doubt may be aroused b> tbo words an> ii&cnl 
arrnngcmcnlfl within tliermpiro towlncmiisMajistj sX.ovenimcnt 
w a party ” But wo have explained that Imperial I’li.fc'rtiKt. as 
lutberto practised and ns understood by ns c innot iiu oh o any die 
tntion by llis Majesty’s Government to any portion of the rmi ue 
Tho oonvcnl.oii tho Sccranrj of Stale h«, „„dcrl ,U„ to 

eatoUish cites, it is true, no assurance that a pobcj facoiircJ hy the 
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o{ a greater whole, rrom thu point o£ view we firmly believe tliiit 
India should not turn her back on the principles which have been 
adopted m the greater part of tho Empire and arc rapidly being 
extended to the remainder "We would not have India standing in 
a position of moral isolation within the Empire The view has been 
expressed that in consequence of India s special economic situation, 
winch we ha^c explained in detail above, and her consequent main 
lity to grant preferences which arc likely to be of serious econcnnic 
\aiue, such a gift as she might make would he regarded as valueless 
"We are convinced that such a view is wholly mistaken, and that on the 
contrary a free gift from India, however small, would be welcomed 
by the United Kingdom as a gesture of friendship and as a proof 
that India realised her position as a member of the Empire 


262 "We recognise that the question of Imperial Preference is 
Dwmoti ttu*i teet witi One which can only be dctcrmiu>dM 
theLeewifctura accordance with Indian opinion , and that 
tno Indian mcw can be best ascertained by reference to the Council 
of State and the Legislative Assembly, without wliose free coneont 
no such policy can be adopted We feel confident that the Indian 
I ogishtmc will coniider the obligations of India in this matter as a 
PiMpl.. .ko»U P-'rt «t the Empitc \Te have 

toT«ii any appiicfttion of cndenouicd to indicate certain principles 
winch should govern the application of the 
^olicj, if adopted We repeat them once more In the first nlico 
no preference should be granted on any article without the approNnl 
of the Indian Legislature Secondly, no preference given should in 
nn\ way dimmish the protection required by Indian industrns 
Ihndlj, the preference should not involve any appieoiahle economic 
loss to India after taking into account the economic gam which 
India derncs from the preference granted her by the United 
lungdoiu 


261 It is evident that the Legislature can hardly be asked to 
‘'upBcBteaenquirytyTMiff I>‘o»onnec an opiiuou on the policj untd it 
HoMd has some idea of the extent to which its 

■'Jft x.waVi tSjftse.fjwa tbAt as. % 

preliminary to any consideration of the desirabihtj of India adopt 
nig the policj of Imperial Piefcrencc an examination should he made 
the Tariff Board to determine whether there arc anj conunodities 
rui winch prefeicnce might he given m accordance with the principles 
^hich we have laid down to the boiirflt of the Frojure and wiUiout 
detriment to Imlian interests 
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Indnn I;OgL<;Htiire necess'inly be adopted Bat tt does, '>'c 
iJiink gt\c a pidcticsl assurance that no fiscal raeasurcs dio 

Itidian Ijcgjalature does not approve will be adopted m India ■‘'a' 
fear therefore that particular applications of a policj of prefcicncc 
can be made contrary to the wishes of the Legislature appears to 
to he illusory Nerertbetcs? ire would put the matter beyond nil 
])Ossible doubt bj asserting as our third principle that no prelercucc 
nhoiild be cranted on any coniinodlity wathont the explicit approval 
rf the Indian Legislature 


260 Hitherto wo haie discussed this question purely from the 
^ point of view of India’s interests and 

c npcria «*pec India’s feelings But we are not blind and 

lie do not believe that Indian opinion will be blind, to the larger 
Imperial aspect In discussing the advantages that Great Britain 
might deriie from & preference in the Indian market we have 
nithcrto treated that advantage solely from the narrow economic 
^?pect, lud it haa presented itself a* an advantage to be derived 
bj particular industries or particular manufacturers But even on 
the material and stnctly economic side the interests involved arc 
far wider than those of the prosperity of particular industries 
Wc do not forget that the United Eingdom is the heart of the 
Lmpirc, that on its etrength depends the strength and cohesion 
of the Empire, and that us strength is bound up with the prosperity 
of its export trade, which has enabled a small island to find the 
resources which bind together and uphold the great Commonwealth 
of Nations known as tbe British Empire Unless the United 
Kingdom maintains its export trade the heart of the Empire will 
weaken, and this is a contingency to which no part of the Empmc 
can he indifferent Nor again do we forget that the commonica 
tions of the Empire arc guarded by the British Navy, and that the 
burden of muntaining that essential service falls almost entirely on 
the people of the Uiufed Kingdom 


^51 ivniic IiuI7C'Cr do not ignore the loaletial side of the 
policy cf Imperial ^’reference, we bcbeic 
n e •'111 mcnt el Ferp r» SCntUOCnt With Whlch it IS OSSOCialcd 

n even more important Imperial Preference is regarded throogh 
out the Empire ns a means of strengthening the tics which hind 
t'lg Uier Us scattered unjt«« Adhesion to the policy of Impcrml 
l'refcrcii(.e is thus coming to be regarded as a test of loyalty to the 
Empire, a'' a proof that the various parts of the Empire look bejond 
their ovTi munttlialo intcrcsta and xcct^nise their position as part* 
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ot a gTe'iter whole. Trom lln^ point o£ \ icw wc firmly believe tliiit 
India should not turn lior bick on the principles which bnve been 
adopted in the greater part of the Empire and arc rapidly being 
extended to the remainder We wonld not base India standing in 
aposition of moral isoblion within the Empire Tho Tieiv has been 
expressed that m consequence of India’s special economic situation, 
iruich we have explained in det"!! above, and her consequent inabi 
htj to grant preferences which arc likely to be of serious econonuc 
^dae, such a gift as she might mike would be regarded as valueless 
We are convinced that such n Mew is wholly mistaken, and that on the 
contrary a free gift from India however small would be welcomed 
^ United Kingdom as a gesture of friendship and as a proof 
at India realised her position as a member of the Empire 

262 We recognise that the question of Impernl Preference is 

been on mvi\ »e»t with which can only be detcrmiu* d i 

tbeLesoiatuie acrordaDco With Indian opinion , and that 

f Q 'lew can be best ascertained by reference to the Council 
®f State and the Legislative Assembly, without whose free conaont 
yo such policy cm be adopted We feel confident that the Indian 
<;Bwlature will consider the obhgationa of India in this matter as a 
fiiftcpJei wbieh iloaM part of the Empire We have 

»rplj«atiau ot cndoavoiired to indicate certain principle'* 

. which should govern the application of tho 

rojiej, if adoptpt] We rcpcit them once more In the first nJacc, 
*'» should be grmted on any article without the approvnl 

Ihe Indian Legislature Seoondlj no preference given should in 
way (bminisli the protection required by Jmlian jiulnstn s 
the preference should not in\olve any appreciable economic 
to India after taking into account the economic gam whicU 
India derives from the prcfeicncc granted her 1iy the United 
i'-tngdoin 

263 It la evident that tlic Legislature can hardly be a-sked to 

piinmiiicc m opinion on ttie polic> until it 
I'oaio ins some idea of the evtent to whieh its 

IS fensibfe II’c wutrW Oi^rpt&rc fhaf as a 

preliminary to any considerstion of the de«irnbilil> of India adopt 
‘ ’K the pohej of Iraponal Preference an c'vaniumlioii elioiiUI be nndi 
the Tarifi: Board to determine whethor there are ini commodities 
<'n which pretcrenee might lie given »« aecowlanco with the principles 
'^hich wc ln\e laid down to the Iniiefit of the Fmj irc and without 
delrmieiu to Iiulnii interests 
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2G4 Hitherto in di'iciw'iing the question of Imperial Preference 
we linve confined our consicloration to pre 
t)om,SnV n^i fcrcnccs gnuted to the mother country 
C«ioi 04 With regard to other parts of the Trapire 

we would recommend a different policy We suggest that to the 

United ICrngdom should be offered such preferences as India may 
find she is able to offer without appreciable injury to herself vviui 
regard to other parts of tlio Empire a c recommend a policy of reci 
procity such as is already adopted hy more than one Dominion for 
inter dominion trade relations that is to sav, preferences should hr 
granted only as the result of agreements which wight prove to the 
mutual advantage of both parties In this connection India wouli 
doubtless not he unmindful of the fact that she already enjoys the 
benefit of certain cohccssions granted by Canada and New Zcalano 
The ngreements which wc contemplate would be purely \oluntary , 
there uould be no kind of obligation on India to enter into them 
unless her own inlcrests appeared to demand it , and it is c'lftent 
that political considorations could not bo excluded in deternumog 
whether it was desirable for India to enter into an economic agree 
went or not 

205 Wc tlunk it w necessary that there should be laid down for 
Tio qncMiot » prMticil iome policv of the nature outlined 

o«e alxiac in regard to trade relations with other 

parts of the Empire We ha\c already mentioned that India receives 
prcforcncca from Canada mid New Zealand We understand that 
proposals for reciprocity %me receiicd m 1919 from one of the 
Domiinons Wc lime recently been informed by the Canadian 
Ooacrnmont Trade Comroissioner to India that a preference on motor 
I ars granted to Canada would etiraulatc the present tendency for 
CliQ Well known makes of American cats destined for the Indian 
market to be made in Canada and would he regarded as a graceful 
reciprocal act on the part of India It acems probable that this 
benefit could be conferred on Canada avjthout ony appreciable loss 
to luibn Vtc halt al«o received strong representations from the 
Government of Jlaurilitrs and the Vauritius Chambers of Commerce 
and Agriculture requesting that preference may be gnen to Jfauntjus 
ilanr ha* snsrar * rgsr ifi the Indian movkct Wc Teabso 
judged bj ordinary ccononuc prmti 
pic?, the case for a preference on Mauritius su^ar ls not strong 
riie proporlinii of I»^nnnfins sugar to the total imports of sugar into 
imha IS small and JIk re ipi*ears to be little probability that jrnuntmi 
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inll ever le aMe to g\\p^v\y tUc ■whole Indvan market Not does it 
seem that Jfauntias though willing to grant India tccipTocal benefits, 
^nmldbe able to offer anything •which would lie of material advantage 
At the same time it has been urged that the majority of the population 
of Mauritius is Indian that Mauntms ■nigar is grown entirclj by 
Indian labour and that a large proportion of it is owned bj Indian 
proprietors A case like this is wo consider, suitable for esamina 
twn by the Tariff Board , and the Legislature should then cloeido 
after balancing the advantages and disadvantages whether it would 
he to the interests of India to enter into a reciprocal agreement wUh 
Mauritius 
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CHAPTER XIV. 

The Form and Application of the Tariff. 

266 Customs duties tate as a rule one of two forms Tliey 

.j ..I.r,.. specific, tliat 13 to say the dulv 

dut 0 ^ IS expressed as a definite sum to bo paiu 

for a definite weight or measure of the commodity, or ad iolorenh 
in which case the duty is expressed ss a percentage of the \alue 
of the commodity Tariffs in their esrlicr stages Jmie usually 
been based on ad xalorcm duties but in most of the more advanced 
countries except the United States ad ialorcin duties have been, 
wherever possible, superseded bj specific duties 

267 The great advantage of a specific duty is the ease and 

^ 1 . j certainty with v^hlch it is collected Tho 

Aat»a{n«8 and i jadran . « , , , » 

customs oflicials hsvo to perform a tasK 
(•) adoiButrahTfl which is hardlj more than mechanical 
There is httle possibilit} of di‘-putc between the customs authorities 
and the importers aiul little opiwrtunity for fisud In these 
respects the sjstcni of al talofcm duties is obuouslj less desirable 
In the case of sn ad tir^orrm diitj the pumarj difTicultj is to ascer 
tarn fairly the ssluc of the goods to be asses«ed In India under 
section 30 of the Sea Customs Act the value for purposes of customs 
assessment is based on the current local wholcsile value if ascertain 
able, and otherwise on lindcd cost In other countries it is more 
usual to base the value upon the foreign selling price adding freight 
and other charges Both sv stems liave their inconveniences The 
Indian system places a heavy responsibility on the appraisers The 
alternative sjstem lends itself lo the presentation of fraudulent in 
voices, which it is difficult to check without sn ehlwrnte and expen 
fiive consular Fcrvice Wlien duties are at a low rale tlie disadvant 
ages of the ad laJarnn system sre less marked , hut with high duties 
the assessment of the value of the goods becomes a matter of serious 
pecuniary importanee The honest importer is likely to dispute more 
keenly the vahntion while the less scnipulous may he templed to 
evnue the duty by false declarations, or may endeavour to obtain a 
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favourable assessmcDt by corrnpt metboda "Witb large suma o£ 
money mvohcti, tbe respouj.ibilitj placed upon the custoras officials 
becomes very heavy. From tbe aclmmwtrative point of view there is 
so doubt that when rates arc as high as they now are m India speci- 
fic duties ate preferable to ad valorem. 

268. The system of od lolorcm duties moreover involves certain 
bO the utuett ot tho disadvantages to tbe importer. A rise ;id 
jinportet. pMce of an article imported means 5 

corresponding rise in the duty payable, and it is possible that the 
laiporter, having contracted to ecU at a particular rate, may find 
that the mctcased duty payable over and above what he had 
cdculated turns his anticipated profit into a Joss This gives a 
fiomeiihat undesirable chaiactcr of speculation to import trans 
actions In, ^^sc of a specific duty on the other hand tbe 
Importer can calculate befotchaud exactly the amount of duty that 
will be payable, and ins calculation o£ this item cannot be upset 
hy any change in prices 

2t)0 On the other hand, specific duties have obvious disadvant 
(» ») aUbtUty oi wte aud agcs When prices arc fluctuating con- 
•bwaeootunbiguvty. siderably a specific duty results in continual 
®iiaages m the rate of duty When prices fall the specific duty is 
wlatively high , when prices rise it is relatively low Again a spcoi 
hc duty conveya as a rule to the general pubbe, and even to a mayo 
rdy of the Legislature, a very -imperfect idea of the rate of duty and 
the actual burden which is being imposed , and in the disoussioa of 
such duties m the Legislature a marked advantage is enjoyed by men 
'''■ith expert knowledge, who arc precisely those who arc likely to be 
pewonally mterested in the duty A ^stem of specific duties un 
doubtcdly tends to accommodatg itself more easily to the production 
of effects not really intended by the l^islating body 

270 So far as the Government revenue is concerned the ad 
, . valorem system is probably more advan- 

u*; oTerament tereiitis tagcous It provides for an automatic 
iWrcaso m tho revenue when prices rise, while the specific duty 
provides against a fall in tbe Government revenue when prices 
tall On tho wholo it appears more desirable that the revenuo 
bhould increase automatically ns the needs of the Government aro 
increased bj higher prices, than that the Government revenue 
should be maintained unaltered when ovv mg to a fall in prices tho 
tipensca of Government ore diminished 
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271 Tinallj from the pomt of mow of protection the system of 
( ) adeqn\cy tf protec ''pPmfic duticb gi\c3 no assurancc that the 

intentions of the State amU be carried out 
If the general level of prices nses to a marked degree, the full 
protection designed by the I/egislature may not he afforded If 
on the other hand the general lei el of prices falls, the protection 
rnaj pro\e excessive 

272 Hitherto we hue discussed the question tas between spcciflc 

N^nrai hmitahoBB on the od Valorem duties SB if the choice were 
impos tjon ofepecific duties, m aj] fpee But it IS evident that 

this IS not BO A specific duty cannot be imposed unless there is 
cithtr little variation in the quality of the article concerned or it 
is possible to define the different qualities with considerable 
accuMCj Unless these conditions are fulfilled a specific duty is 
obviously most unfair as it results m charging a uniform amount 
on articles of very different value It is evident therefore that 
anj considerable extension of specific duties involves a corres 
ponding elaboration of tbe definitions m the tariff For instance 
It Jias been suggested that a system of specific duties should bt 
applied to cotton piece goods At present these form onlj one 
Item m the tariff schedule, and arc not further defined But if 
specific duties were applied it would be necessary to draw up a 
numbci of different headings and to enter into minute definitions 
Further, it is clenr that certain articles would never be Busccptiblc 
of ticatmcnt bj means of specific duties fcuch things as machinery 
or certain kindh of apparel fanve a nngc of value per unit so wide, 
that it would evidently be out of the question to put a uniform 
umouiit of duty on all units 

273 The Indian tariff at picsent is based for the most pirt on 

ad talorcm duties But certain important 
Tariff TainatioEB. articles such as salt, kerosene oil, liquors and 
matches arc subject to specific duties, and other important classes 
nolablj sugar, metals, silk, chemicals and dj es arc assessed by means 
of a special combination of specific and ad valorem duties known 
as tariff valuation The principlf* of a tariff valuation is that the 
(Jonrtment from tiise to ttac detemuaes the value of the article 
for purposes of assessment and thereby relieves the custonu 
ofii'’iaLi from thi'- j iit if iheir lavl The fivnctioncd ad i nlorcin 
rale is then applied to the conventional vnltit fixed for the article 
The tariff valuation is thus equivalent to a Hjstem of hpccific duties 
adjusted from tunc to time to meet fluctuations in prices, the basis 
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the duty rcmainiufj u uniform n«( A’afflrrnt tutu. Tlii*? hjhlcm 
M arge cjtcnt coinij’uK», lUc mURUtnt^cs of both ppociflc tinil 
: The colUction js iis Mm}>k* .IS the vollocUotv 

. 1 importer nko w nblc to civlculntc uhcn'l 

sremnr? ^ f * Imvc to pay. 1 C the acljuslmcnls 

jy-fin? / iutcnnk tlio intcntion<) ot Itic Ijcgialalurc in 

5rce B A i>y fluctuation'} m 

public ^riU know the exact talc nt wlucU the fluty is 


• The ordinary practico m Inflm bus been to fix. x\c^v tarifC 
principk* fo, Miluations once a year. The %aluattons 
curte i* arc bused upon consiflcMlious both of 

Cm??)") future prospects, the object bemg ns fur us 

... ^ U \nluation ubjcb sluiU not differ isidcly from the 

The \ during the penod foi which the \uUuitiou is m force, 
j , is therefore in tlic nature of nu estimate or guess, 

enfipj happens that prices do not CoUovr the cotusc 

*'dcrshl ^dh, the result that the tariff laluation differs con. 
irado actual market value In such citcumtnnccs 

^drcqueutly complain But there is another method 
» te8fi^4* followed m the case of sugar licic no attempt 
la an*^^ ^ estimate the probable course of events. The vuUmtiou 
«: process. The v aluation for each year is based 

The values of sugar for ibc twelve months preceding. 

acluV^ pretence that the v.duation should corieBpoiid to the 
con the penod lor which it is in force. A frankly 

that u value is fixed But this system has the advantage 
the human factor is ctjmraaUd, and that merchants aie able 
MtoffistM TftiuatsoB to calculate ahead approximately what the 
rteierrei valuation Will bc. A ^stem of this natuie, 

tved possibly on tbe prices of the preceding three years instead of 
one year, seems to us to have much to command it. It would 
course be necessary for Govcrninent to publish, monthly the 
Ptices which would af terw ards form tbe basis for the valuation ; 
}^d wo realise that this might bo a somewhat elaborate business 
d the system w'cro w idcly extended But we think that a scheme 
this nature goes so far m the direction of combining the 
fiil'antages and iumuni!>nig the disadvantages of the specific and 
«d tjIortJii systems tint the T.\ritl Board might bo directed to 
cxaiamc the feasibility and dcaiiabilitj of the extsmisd use of u 
Bystem based on these principles. 
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271 Finally from tlie point of mow of protection the eystem of 

( ) oHcqavy if rrotec (lutiis gnes 110 nssiinncc thit the 

intentions of the State mil be earned out 
If the general level of prices rises to u marhed degree, the fall 
protection designed by the Legislature may not be afforded If 
on the other band the general level of prices falls, the protection 
maj prove excessive 

272 Hitherto wo liave discussed the question ns between specific 

Vatarai iinulafioM on the tdlorcm dutics as if the choice were 

Imres t on ofFpccifio dot ee. m all cases free But it is evident that 

this IS not so A specific duty cannot be imposed unless there is 
oitlitr little variation in the qualit> of the article concerned or it 
IS possible to define the difTercnt qualities with considerable 
dCfuiacy Unless these conditions are fulfilled a specific duty s 
obviously most unfair os it results in charging a vmiform amount 
on articles of verj different value It is evident therefore that 
any considerable extension of specific dutics involves a corres 
ponding elaboration of the definitions in the tariff For instance 
it iias been suggested that a sjstem of specific duties should bi. 
applied to cotton piece goods At present these form onlj one 
Item in the tariff schedule and arc not further defined But if 
bpceific duties were applied it would be necessary to draw up a 
numbci of different headings and to enter into minute definitions 
Further, it is cleai that ccitain articles would never bo susceptible 
of ticatment by means of specific duties Such things as machineiy 
or certain kinds of apparel have a range of value per unit so wide, 
that it would evidently be out of the question to put a uniform 
amount of duty on all units 

273 The Indian tanlf at piesent is based for the most part on 

ad valorem duties But certain important 

TftnS vainat on*. orticles such 88 salt, kerosenc oil, liquors and 
matches are subject to specific duties, and other important classes 
notably sugar, metals silk, chemicals and dyes are assessed by means 
of a special combination of specific and ad valorem duties known 
fls tariff valuation The prmcipl** of a tariff valuation is that the 
Government from time to time deterinmes the value of the article 
for purposes of assessment and thereby relieves the customs 
offi'’ial3 from this pait of then last The sanctioned ad lalorcni 
rate is then applied to the conventional value fixed foi the article 
The tariff valuation is thus equivalent to a sjstem of specific dutics 
adjusted from time to tune to meet fluctuations in prices, the basis 
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t<> a ^ ycQnmmg n umrorin oil ifl/ojfin rale Tin'; sjElom 
ffi combme-s the iid\ untages of boUi specinc and 

w* a s7>PAifi/» eoUethnn js as snnjdt as the coUcction 

Jpproiiisafoj. importer also is able to cniculnto ahead 

sreoade f adjiisUiicnts. 

i^'^ard in fi, inters als the intcntiojis of tho Legislature in 

P^ce anf? ih ^ defeated by fluctuations in 

lened ^ know the exact rate at which the duty is 


^ e Ordinary practice in India has been to fix new tariff 
£^^^^^Dapi«foy \Rluation8 once a >cai: Tho saUntions 
'^'irreat ore based upon considerations both of 

Possjh)*. future prospects, the object being as far as 

®ctualv 1 j ^ 'ahntiun nhicb sbiU not differ widely fiom tho 
jjjg \aj^ , uunng the period £oi nhith the laluation is in force 
£gj . 'J'ltiou IS therefore m the nature of au estimate or fu'’»8, 
happens that prices do not follow the couisc 
^^dcrabl f the result that the tariff lahntion differs con 
hddtM^ Ihe actual market value In such circumtanccs 
^iwh , compUm But there is another method 

made V fuHoued m tho case of sugar lleio no attempt 
is a estimate the probable couisc of events Tho Vdhution 
5jj ^^tomatic process Tho Miluaiion for each 5 ear is hised 
Tiler %ahies ot sUo r for tlic twelve mouths prc^-cding 

a<rtu*?** Pr^'tence tint Ihc vduiti n aheuld coinspoud to the 
conv^ for the peiiod 1 « r which it is m foiee A fiankly 

■'aluc is fixed But tbi-!! sjbteni his the advautagi 
C human factor is chiumited and tint raeicbants aic able 
wtoaatw Taiuatwn 1° calculate ahead approximately what the 
preimcd. valuation wiil be A system of this natuu, 

iscd posnblj on the prices of tho preceding three years instc-id of 
one year, seems to us to have much to commend it It would 
f course be necessary for Ooi eminent to publish montldj llio 
Prices wiiicij would attcrwaids foini the basis for tho valuHtu ii , 
®ud We realise that this might be a somcwbiit elaborate business 
Uic system were widely extended But we think that a hUuiiiu 
° f this niture goes so f'lr lu the direction of rowbuDiij' tin. 
advantages and lumuniMiig the dis idv«ntat,ib of tin, Bpi dJe juid 
®d svNtcins th ii tin. T uiff Bt ud mi^ht 1 1, iliii kI t’ 

'•^niiiiiic the fiisibihtj nn I dt-ir bilitv ol ihv ivtviuitd u^^, of a 
^>8teiu based ou these i riuviplcb 
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275 It Ins Iccn suggested tliat the tanil tolualion system just 
II SI t ( 111 . ill sunbed not only bos Ibe 

,d,,.,t»„ts to mneh .ottcnl.on Has been 
*"• Uodee directed, but lO a protective tariff operates 

to the a(l\ aiitagc both of the producer and of the consumer "We give 
m Appendix L a table showing the effect of tariff valuations on 
basis as compared with od valorem duties under various possihlo com 
bmations of prices It is clear that when pricea are low the tariff 
valuation gives a heavier nttual dutj than the ad talorctn sjstcm , 
when prices are liigh it gives a lighter dut> It has been argued 
that this result is to the benefit both of the consumer and the 
producer When prices arc low, the consumer can afford to pay 
a little more in the shape of duty , when prices ore high, it is a 
icbcf to him to pay a little less dutj From the point of view of 
/lie manufacturer, nhen pwets are loiv it means that there n 
depression in tiic industry , it is probable that there :s depression 
clscvvlicic, and that foreign couutiics will be prepared to sell thcr 
products at a very lov/ figuic in the Indian market At such 
times the Indian producer requires a higher degree of protection, 
and this is whit the tariff v ilualion J>istcm will give him On 
the other hand when prices are high, the industry both in India 
and elsewhere is doing well , the demand is m excess of the 
supply, and therefore the Indian producer is likely to require 
pioportionatel^ Jess proteetion 

276 Our general conclusion is that, while the Indian tariff must 
tohe, vvul lu It Iircsont (III lalorcm and 

TMuatiooa to Lo cxtcudcii Specific duties and tariff valuations, the 
cftutiousij f,^stcm of specinc duties and tariff valua^ 

tions might be extended cautiously, wherever examination by the 
Tariff Board shows that this is likely to be m the general 
interests 


277 Any considerable estension of epccifio duties or tariff valua 
.bWiw inevitably lead, as we have 

01 tbe tariff pointed out abovo, to on elaboration of the 

(Ot.r.«oy..mi,.sa,i,„ In any cise « 6 tbmk that elabora. 

tion 13 desirable have been given to understand that m many 
cases the present wide categories give rise to difBculties of inter 
prctation Ambiguities arise from a particular articlg coming 
partially under one head and partially under another Such 
ambiguities can only be removed a more detailed description of 
articles, gnd jve think that the e fabo ration of the tariff oq fhesj 
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lines Will render the administration of the customs simpler loth 
for the staff and for importers 

278 Protection too tends inevitably to an elaboration, of the 
» tniiff So Ion" ns the object of the 
be ^pTen tariff 13 merely to raise revenue, any 
considerable differentiation between articles 
of the same general description is unnecessary But as soon as the 
tariff IS framed on protectionist principles and duties are fixed with 
reference to the needs of Indian industries and the degree of com 
petition from abroad, it is inevitable that certain artidea of 
a general class will require more, and certsm articles will require 
less, protection This result can only be achieved by distinguish 
ing between them and therefore multiplying th6 number of different 
Items m the tariff An examination oC the tariffs of protectionist 
countries pro-ves conclusively the truth of these observations 
From this point of mcw also therefore we must contemplate a 
lonsiderablc elaboration of the existing tariff descriptions and d 
considerable increase m the number of items 

279 IVo takg the opportunity of Imphasising here a point to 
Befimb£iMnc.ttot»bajea i^hich we have already drawn attention 

oaiBt«adflinM vn connection with the treatment of 
chctrical transmission gear namely that the definitions of articles 
in the tariff should not be based on the intentions of the importers 
nnd the use to which the articles are to he put The customs 
officers must be given a clear definilion which is capable of 
immediate identification T£ once considerations of intention 
enter, it becomes difficult for the customs otBcers to molce a prch 
ininary decision as to what the intentions may be md it becomes 
necessary to verify subseqncnUy by vexatious enquiries whetlier 
the presumed intentions line hem cimc*\ out 

280 It is noticeable that most of the protectionist countries Invc 

adopted some form of double tariff The 
Double tat ff- Commonest form is the general and conven 

tional tariff which arises in the following way A general tariff is 
passed by the Legislature Commercial trenf les are then negotiated 
With various countries providing for mutual tariff eoneessions The 
concessions granted to one country ns the r iilt of stieh a trenfj are 
usnallv Iv the most fs^Ollrel nation cTi t ext njed to all other 
countries \s the result therefore of n senes of treaties a seeon I 
or conveutioml fnnff i*' deiel pnl which rmimlies all tl e eoneessions 
granted as the result of these commercinl treaties a seeond form 
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of the tloiible kno-tvn as the miximiim and minimum p>«tera 

In this ci'C the Legislature frames t\ro tariffs one at a higher and the 
other at a lo-wcr rate knovm as the maximum and the minimum 
Negotiations arc then entered ml i uitli otl ei counlries and when 
satisfactory concessions arc received from them they arc admitted 
to the benefit of the minimum tariff either generally or in respect 
of particular items The sjstem differs from the one described above 
mainly in the fact that the concessional rates arc laid down by the 
Legislature and are not left to be detenmned by diplomatic ncgoti 
ations with each country 


281 We have no hesitation in eaying that neither of these 
„ systems is m the least sintahlo to Indian 

niTu a 0 0 n a. coiiJitions It lias to hc remembered that 
countries which export manufactures largely arc faced with special 
difhcultics m the waj of hostile tariffs and they are driven to tl e 
necessity of meeting lUosc difficulties by mal mp special arnngc 
ments such as those which issue in these systems of double tariff* 
But India is mainly an exporter of raw materials her exports arc 
not faced by hostile tariff walls and she is not jet therefore under 
the necessity of pushing her exports b> means of special negotiations 
or the grant of reciprocal concessions On general grounds it » 
obviously desirable to avoid this system of double tariffs if possille 
Me arc recommending a more or less scientific determination the 
amount of protection reqniicd by each industry A double taiiff 
would upset tl IS principle of granting adequate protection It nould 
mean that one of the two larilTa was cscessivc or inadequate India i 
pohey aliould be to impose the duties which her own actual conditions 
demand and not to frame her duties with reference to any other 
considerations The objections which we have just pointed out apply 
of course to a preferential tariff and we have already indicated them 
in discussmg the principle of Imperial Preference We have given 
our View that India shohld not adopt a general preferential system , 
and any preferences that may be granted on particular articles wiU 
not be equivalent to the construction of a double tariff of the nature 
vie are here discussing 


282 At the same time while we are convinced that it is neither s 
Pwai aubea m rifc to o£ necessity nor of advantage to 

employed in caaes of neces India to attempt to obtain special concessions 
* ^ for herself hj means of negotiations still 

less to emharh. on anj hmd of aggressive commercial policj we admit 
that cases might arise in which Indian exports are treated unfairlj 
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ty other cowtric’? or \uifftir (li^nroiDation is practised against 
them In such cas“s it is important that India should not he defence 
less The weapon mIiicIi we iccottitteiid, should such a contin 
gency unfortunately arisCj is the imposition of special penal rates 
against any country from wiiich. such unfair treatment is experi 
enecd As we ha^ e already explained in dealing with export duties, 
we would not exclude in such a case the use of penal export duties ns 
well as penal import duties But great care would have to be exer- 
cised in applying such penal duties to sec that India did not suffer 
more than the country against which the weapon was directed For 
instance if a* penal rate of duty is imposed on an article in which the 
penalised country holds a commanding position in the Indian market, 
the result will inentablj he that the price will be raised to the Indian 
consumer If the penalty is to he immediately effective and is not 
to njurc the Indian consumer it must be applied to articles the im 
pnii of which from the penalised eountrv is comparatively small so 
that there is cxery prospect that the effect of the penalty will he to 
dru c It out of the Indian market altogether 

283 IVe realise that the procedure for imposing any such penal 
Ptoccinrofontnpoiiina' rates might be cuTobrous The negotiations 

renal d tic*. which would precede any such action would 
hate to be conducted through the British Qo\ernment and it would 
bo necessary for the British Go\criimoiit to maintain a right of inter 
fc^cncc u\ ca«c the action which India wished to take were likeli 
to aftco^ the hi '<'r interests of the Empire 

284 tVe do not v ish to leaic the impression that in mentioning 
ijjjnt an* effc ti of taritE P<>'^'5‘ble iicccssitj of imposing pcual rates 

we arc in favour of such action except m 
case of extreme necessity or arc not fully conscious of the undesirable 
results of taiiff wars It is seldom that a tariff war has done any 
thing but barm to both the countries wbicU have entered on it E\en 
Tctaliatory measures which nchwMs thew end are not without 
their cbsadiantages They disturb the rate of duty uhich is eon 
sihrcd iicccs^arN for an industry and it they arc not immecbattU 
suecosstul Nested interests max grow up under shelter of a duly 
Mlucli fiom the point of mou of India is cxcessne and it may be 
difTicnlt e\en ubon the necessity foi retaliation lias ceased to lower 
the dnt\ to the real economic lc\cl Wc cannot sum up the policy 
iiliieh wo rpcnmnicnd for other than Imperial trade rclatiors more 
clenrlv than in the uords nscil bt the Ignited Slates Tariff Com 
missnn m its Beport on Bcciprocita and Commercial Treaties The 
ITinted States sbonl 1 ask no special faaours and should grant no 

X 
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special fn^onrs It should exercise its po^ ors nud should impo e 
its penalties not for the purpose of secunii" clisciimiintion iii its 
fasour hut to pre\ent discrimination to its disadvauti're ’ K 
India obsor\es these piuiciplcs ne do not anticipate tint she will 
be dmen to tahe ana rctalntorj ittion except in aerj rare cases 

285 Under the existing law no custonus duties are lc\ led on poods 

- ^ . . , ,j . b h>n_iiig o the Go\cniinent haae 

Cufltonii (I ty ih nld bo ^ , , , . « i . 

charged on good? b-oogng icccixed a considerable amount of cntui in 
to o Twameot. proMsion Gotcrnment is the i»iiri 

cipal buyer of poods from abroad and it is evident that, if Govern 
ment stores come in free of import diilj Indian manufactuU' will 
in a vide fi Id of competition not receite the protection lesigtied 
for them It is true that iKis point has been realised the 

Goacinmtnt and that it Ins teen laid down that m comp-’nii? the 
prices of Indian and imported goods the cost of import duty Rhonld be 
added ti the imported pccds This howcaer is mcrelj » I »P r 
transaction and we found a general feeling among industrialists 
that this safeguard was not one that could bo relied on fiilh 
We share these Mewa The safeguard prescribed by tlic Governineut 
may easih be oserlooked by individual officers If on the othe** 
hand dui> is actually collected on Government imports, theie can 
be no posaibilitj that this item m the cost of imported stons will 
remain unnoticed Wo recommend, therefore that m the inti rests 
of Indian industries duty should be charged on goods belonging to 
the Govciiunoiit and that the proMso to section 20 of the Sea Customs 
Act should be repealed 

286 This gciieial recommendation must be understood as subject 

E« t in the ease of obiious qualification There are 

nrticWs not likely to bo certain articles such as guns rifles etc , 
^*”atee^nteivn*e* wh Ji coild not possiblj bo made ui India 

by priaale enterprise, and it is eaident that 
no purpose would be sen ed by gomg through the cumbrous and tin 
necessary process of assessing duty on such articles In these cases 
exammation or assessment bj the customs officials would be a mere 
waste of time and monc} We recommend therefore that all articles 
of this nature namely, such as are not likely to be manufactured in 
India by private enterprise should be exempted by special notifica 
tion under the Sea Customs Act 

287 We are aware that certain objections hate been taken to 
Object on* to this pfoposal ^'stcm of paying duty on Govemmen* 

not pf great importance imports whicH we adtocate But we ^0 not 
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tint those ohjcctiom arc of K\ifiiun»t importance to outrrcigli 
tile idMu{i"«.s A\tnch Indnn imtnslijcs nre Ukclj to olcnvc from tUo 
ilqftwn (f the proposal It hna liccu pointed out, for instenio, 
tHt ch!r{.m<* (iut\ OoMimncnt stoics a\iII nictin n large increase 
111 the f^urca lioth on the rcNcmic mid the expenditure side of the 
Qovenuaeut accounts We realise that this may be held to involve 
lei “iiu <lis.d\ inlagi. but uc do not tluiiU that thev me oC Bcrious 
naportauce It is also no doubt Irwe that unless special arrange 
•HJits arc male the chai gc would base iconic ndsci^e financial effect 
on JA)tal (loicrntnonts uiaHiuuch as import du(N would be paid by 
hem 1 hile the icicuuc would accinc to the ( entral Ooicrnmcnt 
s however la a matter of detail, m regard to which it would he 
^ut of place for us to make any recommendations A third objection 
o' wore importance has been raised The adoption of tho rule which 
’’fe propose v/iU mean that doty will for the first timo be paid on 
tauray material imported by State railways avorked by tbe Stati.. 
onscquently tho cost of lunmng those rnilnays will bo incroasecl, 
this It IS suggested might necessitate an increase of freight 
and fares Wo do nat however anticipate that any such result 
1’®®^ *^®c«s8atily follow Wo must point out in the first place that 
he duty 16 already paid on material imported by company worked 
*’''iiway8 and to charge dutv on Government imports avoitld mcnlv 
put the State worked railnajs on a level uith the eompanj worked 
ifula-ays Further the financial position of Ooicrnmcnt is in no way 
jjupaircd by charging dutj on Ooornnient stoics L\cn if tho 
tatc railways make less profit and the State icvenucs arc in this 
r»?*pect diminished the Ocseinmcnl roccixes an enhanced revinuo 
rom the customs duty paid Tho financial position of tho Govrrii- 
tnctit of India looked at as c whole w in no way affected 

288 But while we see no objoction to duty being charged on tho 
impatt amy on Miiway plant and roUiug stock of State railways 
miwermiB. worked by the Stale just as it is charged 

the plant and rolling stock of other railways, wo must not ntccs 
^^tdy bo understood to endorse the suitability of the cxislmg rate of 
on these articles In the budget for the current year it was 
Ptoposed that the duty both on juachmery and on railway plant and 
tolling Block should bo raised from 2J to 10 per cent fbcsi, two 
classes had hitherto for reasons of practical con%enicnco always 
rtccued similar treatment On ground* whuh wo entirely approia 
tho Legislature declined to r»j>-e tho dnl% on machinery from 2} 
to 10 per cent , but the proposed increase on railway material wa* 
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passed without discussion The proper relationship of the duties on 
inachinerj , on railway materials and on iron and steel (which is aUo 
now liable to duty at 10 per cuit ) is a question of some coiaphc'itioii, 
which we think will have to be examined 
to revBDue effect Tariff Board We only Mish to draw 

attention to two points Tho first is that, as the bulk of the profitb 
on lailwajs accrues to the State, the t'lxation of railway mstcrnl 
has a verj much smaller prictical effect on the revenue than apjiears 
at first sight, and that a high duty may be of comparatneh little 
importance from the point of 'n e« of 
( 0 pwtectiTe effect revenue The second point is that uhile 
a high dutj mil give protection and thereby encourage the nuim 
facture of railway material in India an object uith Mhicli we hue 
eicij sympathj, it is by no means certain that a protoctne dutv is 
the best means of encouraging such manufacture The principles 
ishich should go\ctn. tlie encourasemeut of manufacture of roih a\ 
material arc not unlike those which wc ba%e Imd douu for machinery 
111 the cue of machiiicrj uc pointed out the undcsinbilita rf 
encouraging manufacture in India by the device of laising tlu- 
cost to the purcliasei^ of Jiiacbiiicry in India and ne rctoiii 
tr (.tided tint uhere\er a good ca'^e uas made out for the enconr«.gc 
ment of the manufacture of machinery in India such encouragement 
should be gnen bj means of bounties A cheap railway service 
lb of neaily as great mportance to industries as cheap maehinerj, 
and It would be difficult to justifj a high duty on railway materials 
if it were likely to raise the coat of the railwav scnice merely lu 
Older to protect the manufacture of railway material m India 
Moieover we doubt whether other methods of encouraging «ucU 
manufaclnie would not be found at any rate equally efficacious We 
eaamined m Calcutta the representative of the Indian Staudaid 
Wagon Company Limited and he admitted that peihaps the point 
cf most importance to the work of this company was a stesdj stieim 
of orders and that if Government would give a coutiact for a period 
of years on a sliding scale of prices the company would receive very 
substantial encouragement We doubt, therefore whether it will be 
found either necessary or advisable to maintain a high rate of duty 
on railwaj material merely in consideration of its protective effect 
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CHAPTER XV. 

Pot feign CapiYTi\, 


289 Capital playi> «i promineut jiart iti any scheme of 
^ , , , inihisti lali&Ation, and in view of our recom- 

Tte 1080 of foTci^ii capiU' , , ’ r t j j ■, 

Vo deToVip iTiiin nwndaVions tin. qucslvou of India Imding 

\ritb BUBplcion adequate capitil rcqviires examination 

In this connection ijianj nitne'iscH who gave evidence hefote U3 
rc^ wded the possdnlitv of m inHow of foreign capital m an evil 
tt» ho ojtpostd hj spccnl i».sti let ions The argument as stated 
111 i(b tno5t icasonahlc form ib as follows — Protection involves a 
hatiilice on the pait of India India w not prepared to incur that 
hrtciifict m Older tliat other coimliicb may reap the benefit If the 
capd il foi tlio new industries which will be started m India under 
<1 h>ste]n of protection is Indian, the piuhts of those industries will 
go to Indians If on the other hand to any considerable extent the 
c ipital attracted to Indian industries is foreign, the advan 
tages of the Indian consumers sacrifice will go to the 
foreignei This argument derives its plausibility from the 

fact that it does not state the case fullj If it were 

tine that employment oS loteign capital wohtd merely benefit 
tiic foreign capitalist and would not benefit Ind'a, no one would 

hesitate to condemn the use of foreign capital But when the 

mattei is rcallj examined, there can be no doubt that though the 
foieign capitalist mij get his profit, the mam advantage from the 
employment of foreign capital remains with the country in which 
It lb employed In the case of India this is particularly clear. 
In the earlier part of this report we have mentioned that 
Eco™., .1 ’’“'■» from « lack ol 

tbflUBool fotejsa (n]nt il, uud that lor her rapid development 

more npital m urgently required If therefore in addition to her 
own resources of capital she w able to attract capital from abroad, 
her development vmU be accelerated The same jioint may be 
expressed in a slightly different way Protectmn entails a sacrifice 
on the part of the consnner Our object should be (o make that 
sacrifice as short ai> pos-viMc The fcacTificc is complete v,*hcn the 
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new industries hi\c fullj cli.\cloped 'llierefoic it is of the first 
importance that the dctclopmcnt of new industries should proceed 
18 npidlj as jossiblc The more cipital is employed m the doilop 
ment of industries the more rapid, will that de\elopment he and 
therefore the shorter will be the period of the burden on the 
consumer Morcoicr apart from the intrinsic benefits of increased 
supplies of capital the foreigner who brings his capital to India 
supplies India with manj things of which at her present stage she 
stands greatly in need It 13 on the whole the foreign capitalist 
who imports into the conntra the technical I nowledpe and the 
orgamsitinn which iit neclid to gi\e an impetus to industrial 
deaelopment It is to him that we must lool laigelj at first 
for the introduction of ntw industries and for instruction in the 
economies of mass production By admitting foreign capital 
freelv India idmits the most up to date mtthrds and the newest 
ideas and she benefits bj adopting those nittholi and asbiimlatiii'" 
those ideas If she tried to exclude them the policy of ludusttial 
isation which we contemplate could with difSculta be brought 
to a really successful pitcl We hold therefore tint from the 
economic point of \ie\ all the adsantigcs whnh wc anticipa c 
from a pohej of increased industrialisation would bo accentuated 
by the free utilisation of foreign capital and foreign resourocs 

290 Some witnesses have odnutte<l this and yet have declared 

Cmnet of d of tbev do not Wish foreign capital to be 

fore gn cap tai admitted except under definite restrietions 
Aa hat tlien is the c luae of this neglect of an apparent economic 
il\anta-,e ’ The reasons for the distrust of foreign capital 
a centuated as they arc undoubtedly at the present moment by the 
political atmosphere appear to us to be mainly two It is alleged 
that the vested interests of foreign capital tend to be antagonistic 
to political progress and that if a*" a result of protection foreign 
capital Hows freely into the country and non Indian industrial 
interests strengthen thcmselvcK their power will be thrown definitely 
into the tcalc against the iwliUeal aspirations of India Secondly it 
w all gp 1 tl al Coicign capitalists take no trouble to tram up Indians 
and do 1 ot give them a rca'onable chance of using to .positions of 
rcsponsibihtv n Ih tie icuilt that oiiterpri«cs under foreign cont •ol 
product, far Io'=s benefit 1 1 incrcawd employment an 1 tnniuig of 
Indians than theoreticallv thev Rhould produce AVt do not 
propose to discuss the acctiiacv of these assertions which are 
obviously incapable of definite proof There appears to us to be 
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a groAtin" tendency, dnc to oeonOTOic cw?e<5 for foreign 
to ulentifj itseU nith the interests of Indn, incl we helieve that 
the trammg of Indians for posts of prentei responsilnUlj mil 
proceed npacc nitlioiit reconrse to the donhtfni expedients that 
h'We been snscested to ns On the other hand any attempt on 
the pait of foreipn nationals oi trusts to ohtam industrial and 
political control m India would if necessary ha\e to be resisted 
0} legislation 

291 As wc ba\c rcccwed a larjjc amount of eMdcnce bearing 
on this point we think it desirable to refer 
iiaveWen iro'^e»eS”fo''^aw! briolli to the icstnctions which have been 
inhaa lo nt Btort ml fl plop scd for application to non Tnd an 

tr al or a 1 p ns oJl n cf ' t , , : 

joint s Cl iiulustuai or shipping com 
panics It Ins been Rii^gestcl that all such companies should be 
ie,.isteied in India with tupei cnutil ami that the Board of Direct 
ors should be located m India It is perhaps not generally realised 
that the law it pusuit prosides that an> companj tiading in India 
must he icgistcrtd m India The real ohjcit aimed at m this pio 
posal IS tint tlic head office of the concern shouhl be m India It is 
CMdcnt that a proM'iion of this niturc coupled with the insistence on 
the Board of Dircitois bciii^ located m India would tend to 
identifj the coinjiiin more closelj udh India, and to that extent 
uould be an nds mtue Rupee capital would confer a further ad 
aantage jn that it would facilitate in\cslment bj Indians and there 
fore help to keep the profits of the concern in the country ITe realise 
that these objects are m thcmscUcs desirable But wo feel that 
the pkWUtid -onilt of attempting to secure them by legislation 
Would be that such husmrss concerns ns did not wish to con pl\ 
With these conditions would ho cncoungod to carrj on os pmau, 
corapames instead of formiig themscUes into joint stock com 
pames, and this wc should regard ns an unfortunate result 
Dnder present conditions the l»caa\ income tax m the United 
Kingdom proMdes a strong inducement to sterling companies to 
Come out to India and ndopt inpec capital and wc think it 
k*?- hsi.va ^row^ss to deselop itself on natural Uncs 
railicr than to trj to force the pace bj compulsion Suggestions 
nase nKo been frech imd« »» a large number of witnessps that 
It sliould be proMded b\ law tlmt n certain pererntage of the 
share capital should be hild hr Indians nr at least that Indians 
should be Rv\on n fair clianc. to svib^rnbr n sttch companies on 
their initiation W i boll tbal a"' altrmpf 1^ remorse Iw statute 
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a proportion of the cipitol for Indnns ■would not onlv dis 
courage the imestraent of foieign cnpital hut would also injure 
the interests of the Indian sinreholders Such reservation could 
onlj be secured bj pr'ietieillv piecenting the transfer to Europeans 
of shares held bj Indians wl list permitting the free sale of 
shares held by Europeans Two mirl cts for the shares would 
thus be created a limited one for Indians and an unliraitfd one 
for Europeans the foimec consecpientlj being unable to nalise 
full market \nluc for their holdings Witnesses who ha^e pat 
before us these suggestions have been unable to indicate anj wt\ 
out of the dilemma It has also been suggested that Indian share 
holders should he given the right to elect their own directors m 
proportion to their holdings in the companj c need only point 
out that the existing constitution of companies is purely democratic 
and prondis m our opinion fuHj for the adeiluate representation 
of shareholders The proposal to which we hare referred amounts 
to a claim for communal representation in industries The 
piinciple of eommuml reprcstiitation is admitted to be uDfortomte 
in politics it w( iihl be lil <1\ to I c fital m business md would 
merelj aeccnfiiatf i i i d feeling Wc lire iii nnothci plact deslt 
with the prop sij fJnf jt should be ninile ennipulsor^ on iH 
industinl firms t) tiain Indian appienfices at the expense of 
nosorninont The ol j «tioii which w ha\e there stated to any 
sticli gonei il prosisioi) apples with cipnl or e%en gi cater force 
to any suggestion that euck an obligation should be laid on non 
Indian firms alone 


292 We think however that where Government grants any 
thing in the nature of a monopoly or a eor 
cession where public monej is gven to a 
GoTenun nt foncesnom compinj ID the form of anj I ind of subsidy 
or bounty or where a licence is granted to 
act as a public utility company, it is reasomble tint Government 
should make certain stipulations Where the Indian Gov eminent is 
granting concessions or where tl p Indian taxpijers monej is being 
devoted to the stimulation of in cntcrpiise it is leasonable that 
special stress should bt laid on the Indian character of the companies 
thus favoured In all such cases we think it vvould be reasonable to 
insist that companies enjojing such concessions should he incor 
porated and registered in India with rupee capital that there should 
be a xeabonnble proportion of Indian directors on the board and 
reasonable facilities should bp offered for the training of Indian 



yOBLTflK CAWTAL 


161 


apprentices at Government expense "We notice that this policy has 
been generally accepted by the Government ot India During the 
debate m the liegislative Assembly on the 2nd March 1922 on the 
resolution 'ino\od ly Sir Vithaldas Thachcrscy recommending ilmt 
measures should be taken to provide that as large an amount as 
possible of tbe 150 crotes set aside for the rehabilitation of railways 
during the next fi\e years should be spent m India, Mr Chatterjeo 
on behalf of Government stated “ The settled policy of the Govcin 
ment of India as I think we have mentioned more than once in this 
Assembly is that no concession should be given to anj films m 
regard to industries in India unless such firms have a rupee capital 
unless such firms ha\e a proportion at any rate of Indian 
directors and unless such firms allow facilities for Indian appien 
ticca to be tiained m tbeir works This has been mentioned moio 
than on-'f* and I can only repeat tins declaration ’ 


293 ■Vyilh the exception of such fecial cases in which Goa era 
No fttrtUt diffamtaioa ment is granting concessions we feel lint 
•dnsabie indc'>uablc to attempt to diffeunl ito 

between foreign and Indian capitalists The economic advantages 
at attiacting foreign capital tai outweigh anj objection that maj 
be tal en to the fact tliat the prrfits of the industry to a roj-tain 
extent lease the covmtrv It must be rememberod that no one 
would advocate a polica of p otcction merely in ordei to onneh 
capitalists Capitalists arc emichcd but this is merclj a matter 
incidental to the mam object wliicli is the development and enrich 
ment of the whole country 'Wlicthcr the immediate profit goes 
to a foreign or an Indian capitalist tl c mam and nUimatt end 
namely the enriclnm'nt of tic oointr\ will he attained Vt the 
same time we arc ontirelj concrious not less from the economic 
than from the political point of mow of the importance of 
foreign capital idcntifvmg itself with the life and with the 
interests of the country m which it m being employed As we 


Iiavc already stated wc tiunk that present economic tendencies 
liomt towards such n flerclopmcnt Wc would loa\r tliese noturul 
rouses to produce their effects on I wouW not favour nnj arLficiul 
otlciupt to promote them hy Icsislativo cunolmcnt The rcstric 
lious proposed amount to on interference with private nshls 
nliieli wo thmh It des.raWe to avoid and even it this eons.den 
tion were wnored, we do not hetievc that it wonid be poss.ile 
to ftamo any legalalion on these lines which could not en, I, be 
evaded by a forcBnor aelinp tl ronph intermediary of an 
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Indian nominee Standing on the threshold of great industrial 
possibilities, wc feel that onr recommendations wUl bo m vam if 
the free flow of capital is to he impeded bj the erection of artificial 
barriers We ha\c shown elsewhere that capital in India is shy, 
cspccinllj in regard to new industrial enterprises Nor is the 
Indian mccstor satisfied with th^* low rates of interest at whuh 
in noimnl times money can be borrowed in Europe Tina fact 
js illustritc 1 b\ the recent issue on the London market on behalf 
of one of India s largest industrial enterprises, the Tata Iron ard 
btecl Cominnj of a debenture loan of two million sti’^lng 
Indn also need', foreign capi al fer various works of public iitihtc 
^he IS committed to a lai^e progiamme of future borronmgs In 
addition to the ]50 erores mentioned m the preceding paragi inh 
thcie IS almost unlimited scope for the emplojmcnt of c ijiitdl in 
railwaj citcnsions irrigation and lijdro electric works haioour 
and municipal developments and other productive sources if ic 
venue It IS essential that such capital should be borrowed lu the 
cheapest marl et and on the most favourable terms If, Jiovrever, 
legislation is enacted putting obstacles in the vroy of the employ 
ment of foieign capital Indies credit abroad will be injmcd md 
tlic Biitish investor also will become shy The result will be that 
India will not bo able to obtain the money that she reauires both 
for public and pinvate purposes or will onl> be able to obtain it at 
rnatenallv higher rates 

294 Wo do not know to what extent the views put before us 
rra«e t fo«l gs nnt ' ‘tocsses are generally held but 

1 keiy tt> bo 1 or oment regard this opposition to foreign c ipital 

as a passing phase due to other than economic causes We believe 
that the prc«cnt feelings of tension will die out, if they are not kept 
alive bj initating racial discriminations for the trend of thought in 
Ind n IS towards the ideal of equal opportunities and rights for all 
within tlic Fnipirc There is room both for Indian and British m 
the vast field of industrial development, and we believe that without 
anj legislative compulsion it will be found that the two communities 
will cooperate increasingly to the advantage of the country as a 
whole 
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CHAPTER XVI. 

Indian States and the Tariff. 


295 When our qiitstiotJnnirc waa issued copies ot li uiro 
I«lu«Sf»l,<™cera.aia circil\Mcd to Illdion St!(cb It was Wt 
tiia tanS poi fly Ibat iJicy were clo'.cl^ concerned m 
tie tariff polwy wluoll might he adopted hy tliD Oovcrnineut 
cl India, for, enclosetl as tliey arc wjthm Uk liun\s i»! t^io Indian 
customs wroU, tlieit vutcmls lioth as consumti'v .nul as piodmeis 
’W idmtical with those o£ the population of liiilish Iiidu In 
to a few scpaiate comnmmc vttan^ m utiivca i j'liu 

ttcaorandum represtatmg the Mens ot no hss tli»t 32 
States, and we had th© advantage of oxomming at DcDu 
Mr Mnnuhlm N MeUta, Minisler of the TJaroiH State in connctti m 
this joint metaoTanduro 


296 "We regret that we have been nnabh to deal Wit5i the 
ill matter wbicb appeared to the States tu he 

of Iho most immcdloto and p.o.UMil 
imporlaace It was strongly urged m Iho 
Soint niGmorandnm that the time bad come, now tint the innir'' 
tom customs had risen to such n hieU figure to cmiMdoi il nm 
”* the Stales to reee.vo some share of that meome Js w>'h 
howerer, that the terms of osr relercnec did not uner on o ii) i ly 
>»lo this wmptoted eubjeet. srhieh would .I * 

toaty ohVutmns and of contnbnUena from the States toi Ihe 
detelco SHs a whole Our duty -'X h " w 

lost tariff policy for Indie, snd net ‘“/“'"Xtel 
proceeds of the customs resenuo should he dn do 

201 Iicaring aside this fi^r;„rn!.d“T' n mod i "r .h! 

I»n*o ftstffl faroorti serf vlwih haN»- t'V v ii tsj)' .1 l J** 

tolnaiisirrei®'*’''*’ \»cw*» . f ibr 

. -t h _ II true lu u u» II p t * 
in other parts of India 1 ^ ^ 

joint mcmorandnin it was ra • ^ tustotas 

secure anj feitisfai-tion ci tnc r 
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rcAeuue, jt might be to their advautigc to Keep that revenue as 
Ion ns possible and therefore to advocate a system of free trade 
but It was made clear in a later passage, and by our oral eiamina 
tion of Hr Mehta, that the real view of tlie States was that fer 
themselves as for the rest of India a pobcj of discriminating 
protection was the most suitable Their final conclusion on this 
1 omt 19 etated in the following worda ; ” that discrumnating 
protection must be resorted to for the good of the coi^try ” 

1398 Wc have considered whether the interests of the States 
ind then subjects will be fully safeguarded 
Jn^bau bt»t% umhi lit sclicmc of protection which we 

(TUKijed liave outlined It appears to us that m them 

to coBinmeM . 

t ip cilj is consumers they Will nave 

cvactlj the bainc safeguard as the inhabitants of British India 
Ihc Bccmitj of the consumer does not consist so much in any 
light of rcpitscnt.Uiou to the Tarift Bond (tJiough it is obvious 
tint the hulijccts of Induu Stales should have exactly the same 
right iis the bubjccte of British India) as in the constitution of the 
larilT Board itself We do not anticipate that the consumer WiH 
111 most cabos laise an eCfcctivc voice against any proposal for 
pioteclion But vie arc proposing the establishment of a Tariff 
Board of unimpeachable integrity and impartiality, upon which 
will bo laid the duty of sifting with the utmost care the clanns 
of industries to piotcction, and insisting that the necessity of 
jiiotcction bhould be fully pioved In this consists the security 
of the consumer, and the consumer m the Indian States will enjoy 
th.it security in exactly the same way as the consumer in British 
India 

299. So far as industries in Indian States are concerned, they 

, v\iU he ablt to 4 <m in the representations 

»» pT ncera jindc hv the i>aine industries in British 

India It is, however, conceivable that in certain cases the mam 
interest of an industry may be centred m an Indian State Wo 
ucrc informed, for instance, that the Blysore State had a predomi- 
nant interest m the sandalwood oil industry, and it seems probable 
that ihe production of raw silL is a matter of more importance 
to the States of Mysore and Kashmir than to any other parts of 
India In such cases the industry concerned should have exactly 
the same opportunities for representing it" case before the Tariff 
Board as industries in British India, and vve are sure that these 
representations would receive fiom the Tariff Board the same 
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paretul attention as. the representations* nnde by industries located 
m British India 

300 "We have assumed m the above remarks that the industries 
concerned ■would be private indnstnea, and would represent their 
case in the same ■way as private industries in British India But 
we are aware that many States take a special interest m the 
pioneering of industries and it might happen that the States 
themselves wo'uld wish to put forward a case for protection In 
such an e\cnt wc suggest that the State should represent the 
matter to the Go^ernmcnt of India and that the Government 
of India should then ensure that the fullest consideration was 
tnen to it by the Tariff Board 

301 Suggestions have been made that the States might reccivo 
BepwMnt.ton on Tanff ''Peciil 1 cpiesentati n on the Tariff Board 

BoKd eaUs This howeveT IS ineonsvatent with the 
organisation winch mc propose for that institution We reject 
all suggestions that the Tariff Board should take on a repre 
bcntatiie character that it should be formed of representatiieb 
liom proimces or representatu es of pirticuhr interests or 
bodies Any such constitution Me consider would be entirely 
unsuitable The qualifications which wo contempUte for the 
members of the Tariff Board aic pcisonil qualifications and not 
the Teprescnlation of any special mtcrosU It is ciidoiit there 
fore that it Mould be impossible to propose Ihnt Indian States 
am more than particular proiiaccs, should receive representation 
on the Tariff Board 
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CHAPTER xvn. 

The Tariff Board. 

302 We have made it clear throughout our Report that the 
„ „ „ , ^ , successful working of the scheme of pro 

The Tor ff Bowd moat bo^. , *» ,,, i 

a refmanant body of h ji) tectiou wc liave lecommcnded depends on 
stand Dj existence of a thoroughlj competent 

and impartial Tariff Board The Board must be one which will 
command the confidence of the country, and must be above- suspi 
cion of any subsen icnce to particular interests It is evident that 
the Board must be a permanent body Consistent decisions and 
continuity of policy are of primary importance, and these cannot be 
secured except from a permanent board We therefore rule out 
at once any idea of such an organisatiou as has been set up m the 
United Elingdom to deal with enquiries under the Safeguarding of 
Industries Act There the Board of Trade refers particular 
enquiries to a committee consisting of five persons selected by the 
President of the Board from a permanent panel appomted by him 
mainly of men of commercial or industrial experience No 
arrangement of this Umd would gi\e the continuity which is cssen 
tial to the Tariff Boird we contemplate 

303 It will be evident from our previous treatment of the 

» T. j 1 . . v.- subject that the Tariff Board should have 
Tiinff Board not to taks * . ^ ~ -i j -r 

deci 2 008 . bat to nate w- no power to tslce nnai aecisions in every 
comm»adatioDa. gggg gjjjjj decision will rest with the 

Government and the Legislature The province of the Tariff Board 
will be to make detailed enquiries into the claims for protection 
referred to it, and to express its conclusions in the form of detailed 
and definite recommendations There is 
mportancaofpnbboty pl^t m connection With the enquiries 

and reports of the Tariff Boara on which too great stress cannot be 
laid This IS the need for the utmost publicity Publicity will 
ensure full consideration being guen to all interests affected 
Publicity will also inspire confidence and remove the possibihty 
of suspicion that recommendations are based on anything but the 
public mterests The case for and agamst protection of each 



THE TAMIP BOABD 


167 


ladostry shoulil be stntcd -vviUi perfect fr'vnbncss and lucidity, so 
that the public may be in a position to form its own judgment 
Nothing else is so likely to mimmise the dangers of political corrup 
tion to which ne have alread' referred We do not mean neces 
sanly that the whole inicstigation conducted by the Tariff Board 
should be held in public But we feel it is essential that the fact 
that enquiry is taking place should he widely known that all poss 
ible interests should haac every opportunity for representing their 
point of MOW, that a formal enquiry should he held m public, and 
that the Government should publish the results of the enquiry 
promptly, whether it agrees with the conclusions of the Board or not 
In cases in which the Go^ ernment contemplates acting on the rccom 
mendation of the Tariff Board the necessary legislation should be 
introduced \vith as little loss of time as possible 


30i We realise that tbe publicity which we contemplate carries 
unaATsnta o! Wio ccrtam disadvantages It has been 

aifcn**!©®* ° vT^otU the practice in India bithcrto to preserve the 

secrecy in regard to contemplated 
changes in the tariff rates and the ad\ ant 
ages of this course arc obvious As eqon as the probability of a 
change in the r ito of duty becomes known traders will tal o steps 
to safeguard their own interests If it is anticipated that the 
rate of duly uiU be raised, importers will try to bring m large 
quantities of the commodity before the heavier dutj is jmpo«cd 
In the case of an ordimn revenue duty the effect of tins is merely 
to dimmish the Government revenue In tbe case of a protcctuo 
dutv, liowc\cr the effect of large accumulations of imports just 
before the impositjon of tlm protoctuc dutv i"? to handicap tern 
poranh the mdnst^^ wbieb it I as t pen derided to protect and to 
postpone for a period until tbe accumulated imports base been 
disposed of the full adNantages of the designed protection Wc do 
not think, however, it is possible to n\oul tins disadxsntage and it 
IS one wliieli is faced gcnerallt m profeetionist c iintnes Anv 
general revision of duties m protectionist onnntnes is preceded bj 
a long public discussion and we are clcarlv of opinion that it is 
impoKSiblo to a-void m India smh public disc««isions of changes in 
the tariff contemplated for purpo’^^ ‘'f protection It is m our 
view far more important to ensure that the change when it takes 
place should be m the interests of th** eountrj than to provide that 
It ahonld be earned out uiHioul anv previous Innuledgo by lha 
public 
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305 “We have indicated m the course of our report a numher of 
Fold 0 «. Ot the TuiS Junctions nhich wo consider should be 

^ 0 “'^ entrusted to the Tariff Board We do not 

think it necessary to make any definite recommendation as to which, 
if anj of these functions should be performed by the Board on its 
oivTi initiative aud avhich only on the instructions of the Government 

306 The ordinary functions which we suggest should devohe 
upon the Board arc as follows — 

(1) To investigate the claims of particular industries to pro 

tection <and if satisfied that protection is required, to 
recommend the rate of protective duty, or any alternatne 
measures of assistance such as the grant of bounties 

(2) To watch the effect of protective duties or other measures 

of assistance on industries , to reaiew periodically the 
results of such protection ou each industry, and to mnke 
recommendations when necessary for the modification or 
withdrawal of protection 

(3) To investigate the relations between the rates of duty on 

raw materials partly finished products and finished pro 
ducts , to make ^recommendations for adjustments in these 
rates, and to suggest solutions foi conflicts of interest 
between different industries 

(4) To report which industries need assistance on the ground 

tint they are essential for purposes of national defence, 
and m what manner such assistance can most con 
veniently he given 

(5) To enquire into allegations that dumping is taking place to 

the detriment of any Indian industry, or that any Indian 
industry is being injured by competition resulting from 
the depreciated exchange of any foreign country or from 
export bounties, and to make recommendations for any 
action necessary 

(6) To consider the effects of excise duties on Indian industries 

(7) To report on what commodities revenue export duties can 

safely be levied and at what rates 

(8) To consider the effects of ad \,alorcm and specific duties and 

tariff valuations on various articles and to make recoin 
mendations for any changes that may be desirable 

(9) To consider to which articles preferential rates of import 

duty in fav our of the United Kingdom might be extended 
and what the preferential rates should be 
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(10) To report on proposals for preferential agreements with 

any of the British Donumons or Colonies 

(11) To investigate questions m connection with the treatment 

of Indian products by foreign countries and the advis- 
ability of taking any retaliaiory action in special cases 

(12) To investigate any complaints regarding combinations of 

manufacturers to the detriment of the Indian consumer 
and to make recommendations for any necessary action 
(IS) To watch gcnerallj the effects of the tariff policj on the 
cost of living 

(11) lo study the tariff systems of other countries 


307 So far as we have been able to ascertain there aro m 
- , „ , cMsicme * nl> tuo bodies \Mth functions 

cvm lat UoarQt in the « « i i i. 

llutad '-tates nn^ Anetia ja Similai U tll< SO IVhlCJl UO ICCOmmcnd lOr 


a 1 tl eir 1 Ti tione 


tin. laiilT Boaid The first of these bodies 


»i time IS m impoitince is the Ifnitcd Slates Tariff t omimssion ap 
I omtod in 3016 winch consisvs of hix memners This Commission por- 
foniis g 11 1 lUj the functions which wc wi nld assign to the Indian 
i util Uoud though ue do not tlimk lint It plajs Kuch i definite part 
ni m\i.sti,nting the claims of iiirticiilni indu tries to ptotcctiou and 
rctominciuluig ilio rites of piotcction it iL>jiiirctl isuopioposi 
to assjjjn to the Imlim i uilT Boaid Tin s cond hodj is the Tariff 
Uoucl of tlirce members which has hctu constituted in Australia 
iMthm the last few months 'VVe obscnc tlml both the American ond 
Austmlian Boards lm\e lertam functions m connection with the 
admuiisfratioit of the customs Iwvs In the ca«e of the TJmtcd States 
Tariff Coitumssion for instmco one of tht. duties laid down is to 
initstigato the juluimistiaiion ot the customs lins We understand 
tint m Aiisti vlix It IS in«i«s<d 1 j.o further and to refer to tlic 
Boird am disputes anting out of the micrpret ition of the cu-stoms 
tiriff oi the clissifiealiou of aiticl s lu th t inff Wo do not think it 
dfsiri\)lc to assign functions of this imtun to the Indian Tariff Board 
M t Moiibl pr» fir to have it kept frci of nil ndmimstraUsc duties It 
should 111 oiir opitiioiv be puteU an niMstigsting and ndMsor^ bodr, 
and should luithor adjudicate m customs disputes nor be in anj way 
rccionsiblc for tin administrition of tin lusloms laws Wo obserse 
tint the I jiilid ‘states Tariff 4 ominisj*»on luis {>owcr to JiiTostJgato 
pi-Lfiniitud triiisporntion rfltis \\i ha\o howe\or giviu tt ns our 
opinion m an csrinr part of tbi* laport tint elatma for prefrrciitjsl 
railwaj nt-s whirh mu t made Is mdustriw si oull not le 
examined I' the T iriff Board 


t 
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308 The question of the composition of the Tariff Board is one 
Co.po.Uco ol tto importance As we have el 

BoMd. phined the United States Tariff Coromis 

(0 number. gj^jj consjsts of SIX mcmhcrs and the 

Australian Tariff Board of three We are of opinion that, m view 
of the vgry important functions which tre have laid down above, the 
Tariff Board which we contemplate should certainly not have less 
thou three members 


309 The members of the United States Tariff Commission appoax 
to be men of wide general attainments The 
ti qua 1 ca ions. Chairman was the distinguished econo 

mist, Professor Taussig The present Chairunn is also a well known 
professor of political economy The other members appear to be 
for the most part men who have distinguished themselves m law or 
in politics The Australinn Tariff Board on the other hand, is consti 
tuted on different principles The Chairman is the Deputy Comp 
troUer of Customs and of the two members one is connected with 
various industnal companies and the other has commercial interests 
It IS stated that the Chairman will lepiesent the interests of the 
Government and the consumers, and the two members will represent 
the interests respectively of the manufacturers and of the importers 
Wo have no hesitation m declaring that a Board representing defi 
mte interests is entirely unsuitable to tbc functions which we con 
template for the Iiid an Tali'* Board The various interests 
whether of manufacturers or traders or consumers will have the 
opportunity of plating thtii sneuil viens btfoic the Tariff Board 
during its enquiries, and will further liaio the chance of pressing 
their claims in the Leenslalurc lefore a final decision is taken 
iWhat is requiied from the Tariff Boaid is a perfectly impartial 
consideration and review of Iho various interests and we theiefoio 
think It essential that the Boaid should not be constituted in any 
way to repiesent the intcicsts which will appeal to it for judgment 
The principle should be accepted that the best men available are to 
he engaged, selection depending j ither on general qinhfications tli m 
on specialised or cxpei t hnowltdoC It is esstutwl th it all the iticni 
hers should be men of ability, of integrity and of impartiality, 
and other desirable qualifications arc t knowledge of economics .and 
a practical acquaintance with business affairs We ate aware that 
we are putting niir qualificitions high biitwcdf so dilil » lafi h as 

we feel that on the degree of efficiency attained by the Board the 
success of the policy which we advocate in this report will largely 
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depend The cost xviU nndonbicdly bo bigb. bnt this amply 
justified by t!ie impoil'ince of the task assigned to the meraberft 
The actual scale of remunerotxon \iill not be e'xsy to decide, but m 
1 lew o£ the responsibilities that they will have to carry, and of the 
difflenlty of securing men of the tyi'c required, it appears to us that 
no scale lower than that at present in force for Judges of High 
Courts in India would meet the case It must he remembered in this 
connection that tbe Bnaid will hvac to make recommendations the 
cltects of which can onlj W counted m croies of rupees, and it is 
in relation to such figvucs as these that their remuneration must be 
considcied The Board wiU have to be provided with an adequate 
and competent oiTiee staff hut we do not anticipate that a highlj 
paid Secretary ^^d\ he leqiired if the Mcmhera of the Board 
nosscss the qualificatu ns uhich we have recommended 
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CHAPTER XVm. 

Conclusion. 

310 Vto ln\e come to tlie end o£ the tasK Hul upon \is hnt 

No real lantar^r *m be Concluding wc pausc for a moment to 

tween th^ intfreeta o“ ind'a glince at the Wider problem of the relations 
and ot Br ta n. j Ltwccu India and Britain "Wc arc aware 

that the feeling for free trade in the United Kingdom js strong and 
that our pionouncement m favour of a system of protection for India 
will seem to manj rmstal en ^\c would asl them to rcmcmhci 
that the best jiolica for c ne conntrj is not necessanlj the best polica 
for another and that what wc haie recommended for India has 
been recommended iftcr a sen careful consideration of her spe 
cial cipcumstanccs ^Yc are fmtier aware that to many it will 
seem that the poll a \hich wt adiocatc for India must he detn 
mental to British interests We do not however believe that 
there is anj such esscnti il confln* of material interests between the 
two countries Increased pro^p^ritv in India must mean increased 
demand for British manufactnic' India for man) sears to come 
is likcl) to coneontiate rn the sinpler forms of manufactured goods 
and these are pm sel' those in which the Tlrnted Kingdom has the 
smallest interest The mdiistnil lustow of the United Kingdom 
as we see it exhibits i constant piogress to the more elaborate and 
finished manufactures, as other nations industrnll) less adianeed 
succeed in mal mg for thcmseKcs the less elaborate forms The 
comparative adsantage of the United Kingdom lies undoubted!) 
in her ability to produce high class and well finished goods and in 
this direction we belies c that India will prose a customer with eter 
increasing wants The standard of living m India at present is 
low The poaertv of the people confines them to the satisfaction 
of. •‘ha, 'r.vttfs ^u'ysxn.'f/cy Vi’/t/g 

a ■wider range of needs and these will inevitably be translated into 
a more extensive demand for British goods 

311 Even in the case of the cotton trade where British manu 
Not erea «n th« cottoa f^cturers have been particularly appre 

hensive of the results of Indian competition, 
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^el)f'liG'\c tint tlte conflict of intciesls jsnnicli snnllci tlnn 5^ nsml 
Jj supposed Tlie Tndnn cotton tnills lin e groat natural advantages 
for the production of the lovrcj counts of varn and the coarser qvnli- 
tie'5 of piece goods, tmt lu the finei qualities the ad\ antage rests with 
hancishirc Both eountties recogmsc wherein their comparative 
advantage lies and as a result the acUnl aiesi of competition between 
the Indian and the Lancashire •mills is, and for 50 years has been, 
comparativelj small In 1876 the Government of India cstimatod 
that only 4 lahhs worth of imported goods were in competiiion nith 
Indnn goods, as against 77 lahlis worth which did not compete In 
1801 Sir James 'Westland after a detailed enquiry estimated tint 
the competition between Bntish and Indian cotton goods was con 
fined to 6 per cent of the Indian manufactures IIis Mvjcstj ’i, 
Senior Trade Coramisuoncr in India and Ccvlon in his latest repent 
estimates on the lasts of certain percent igea worked ovit m India a 
fen vears ago that pet cent of the imports of piece goods from 
Lancnslure arc m competition with Indian goods but he adds “ 
own imnression is that this w an overestimate ” The general 
hohef m India is that Indian cotton goods hav:c moie to fear from 
the competition of Japan than from that of Lancashire The 
position may perhaps be illustrated host hr the following figures 
which bIiow that iii spile of the RtriUing growth of the Indian cotton 
mill industry, Bntisii imports of cotton goods continue to increase 
In 1878 79 there were 12,083 power looms m India m 1020 21 there 
vwre 118 400 Nevertheless the value of imports of cotton piece 
g/wds uJnch w'is 3,394 hk/is tti 1878 79 had risen to 8 778 hkhs in 
1920 21 And even if we take n pre war jear so as to chromate the 
Liclor of the recent rise in prices, vre And that in 1913 14 the value 
oi" imports was 5 817 lahhs at -.a time when there were OG GS? powci 
looms m India Wo think Iheso figures show that even in respect 
of cotton goods the luertasul piospputv of Indn though aceom 
\iinied b\ n gient rvtcnsi n of Incimn cotton mills Jns meant an 
iicroased demand foi the piodiut". of Iianea hire ond witli regard 
to the future wc ma\ quote onr« nine* llis Maiistv r Senior Trade 
romniissinnor m Indn who writing in 1921 il nut the effect of the 
mcreisod import ihilnv siil Mv p > nil pn i n is thnt c u 
halnnce, our trade with India v'dl continue to m rcase TJic trade 
w e lose m coarse grev goods will ho more than in idc up In increased 
‘•hipmen's of the finer cloths due to the ptealv nd\nnee m the 
prosporilv of the countrv 

712 I\*e helievc therefore that the coun»rl of mtrre K lietweeii 
the British and the Indian cotton trade is in normlar otnnion grcallj 
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exaggeralcfl, while British manufacturer? gcncnlly stand to gam 
by the iffcrcased prosperity of India far more than they stand to lose 
by the dcTclopment of competing Indian industries "We arc con 
Mnccd that in this matter the patli of liberality is the path of wisdom, 
and that a more prosperous India will mean a more prosperous 
Britain 

313 But m any ease ou dntv has been to consider the policy 
_ best suited to the interests of India and oiir 

e mo opoiey jnstificalJon Will lie m the effects of tint 
poliej on India "We ha\c tried to tal c a comprehensiie view, to 
include avithin our suney all the interests m this great land and to 
remember that there are other sources of avealtli to a country besides 
industries But bearing in mind the undeveloped potentialities of 
India we hare recommended a policy nliicli ne believe mil Rtimulate 
her deaeloprnent not ifl one direction only, but m all, and wiU prove 
to be of lasting advantage to the country as a whole 

•IBRAHIM RA'HIMTOOLA, Tresxdeni 

•T V SESHAGIRI AYTAR 

•<3 D BIRLA 
3 C COTAJEE 
M B DADABHOY. 

MAMNADAS BTYARKADAS 
Vj nOLBERTON 
R A MANT 

•NAROTTAM MORARJEB 
C W RHODES 
M deP "WEBB. 

n G HAIG, Secretary 
Cth July 1032 
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MINUTE OF DISSENT, 

CHAPTER I 

The reasons which \iavc moved us to write ft dissenting minute 
may he stated in a few v,ords 

(o) The mam recommendation has been licdgcd in by con 
ditiona and pros is »s wlvich ure cnkidated to impair 
its utiUtj 

(b) In places the InnguHgt employed is half hearted and 

apologetic 

(c) Wo arc unable to agree with the sums o! our colleagues 

on Licisc, Foreign Capital Imperial Prcfcrcnco and 
the constitution of the runlT Biard 

2 Our first objection is to tbt stiUinent m iho lltport that 
" sve recommend a poUoj of protection to be npplud with dia 
crimination along the lines of the Report ’ lo formulate a policy 
m these svords is open to objection beciusc 

(») In the first pheo it mites up pubes with procedure 

(i») In the second pi ice, bj cmplnsisnig tho method of 
cnrrjmg out the policy, the sital issue nt the problem 
IS obscured 

(u») In the third place it ign n.s tlic li t that c\cr\ 
country applies Vrolcctton smUi discj imimition hinted 
to Its oun conditions 

(ii) Fourthly, in our opinion the ouflooU )f our colleagues 
is different from ours "We do mt Ihcrcfort feel 
justifud 111 suhvtnhing U the \u\\ tliat I’rotvction 
should be applied s\itU discnnnintum along the 
lines of the Report ' 

111 our opinum, then. shoiiUl bu nu un pi dilu. I \ n nyuiutmciit tl it 
the ft cal lelui 1 c^t -11110 1 for India ih Prolcclioa 

n Ihe nnmftll als'intT’t- sshicli i J'- bc> nf mtmsr iuIms 
triabsntion s\iU secure to Imbs an nidi-putid nu 1 tur uuinimuun 
cciiclusiou ih tml-odicil in psrsgrsih «hich may U .luoted here ; 
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S We are Mnainmoiis m iceommcndinq tUut a poltcj oE pio 
when should be adopted Our tlisawrcemont aiiscs from the 
act that the po)ic\ of protection lecommomled by our coUcapvtca 
'^ qualified b> the %\oids “ to be applied uitU discrinun ition itlonj! 

« hues of the Report ” We do not know of an\ other coiintij 
^ ® mcludin" the British Dominion'? whieh lui\c so 

qiaified the polic> of piolection While it is pcifcctls lolctant 
or the Commission to indicate the lints on which pisittotioii maj 
sh uiitial Stages the lecominendation of the 3ioUtj 

noud be cliai and micfi«i\otal While our coUta^uts itccimmcii<I 
a pohej of protection to be ipphcd witli dibcumtnntion alon^ 
c lines of the Repoit ” onr rccoinincndation is that a “ jtolics 
protection ” should be adopted m the best mtcicsts of Iiulm 
of T not only the unaiunions buppoit of the jicoplt 

udia, but IS on the same lines ns it pres ails in nil otlicr pro 
‘'ctionist countries of the world 


an \ as?rcc that the policy of protection bhoiild be 

^«ciimimtion wc do not think that nnv (junliflci 
, ^ imitations sjiould be made a condition precedent to its 
We lecognisc that m the efforts 1 o attain i piomment 
11^ industiial woild India will ha\e to paj « price 
- Economic wellbeing of Indii which wc aim at m the tarift 
^ wy which we uooniincnd emnol be obtained without iinkiii;^ 
It is foi tins leason that we agree tbit tht policy 
^PI>bed with diseiiinimtion The discrimm ition with 
*‘«u wc agice 13 intended to iQimiuiso such saciifice ss far ns 
^osMiiie consistently siith rciehinK the goal which we arc putting 
e ore the countiy We do not subivCiibc tu the condition that 
^*^1 diserjnnmtioii should be along the lines of tbt Report ’ 
“C conditions laid down in Chapter VII appeir to ns to be 
Unn^’ent, and will entail considerable delsj m gismg effect to 
he pohej which wc hast unsntmmislj recommended and will not 
hroiluce ndeqinte rehiilts Wc since the concern shown m the 
^f«Pott ter the interests of the consumers and we agni that the 
h'^hej Khould bt applied m such a mnniicr as tt< rednre the Inirdou 
the consumer to tlu miinimim neerssirs for th* purp .se of 
^"frijiig out the objeet m \ie« In th® priest m c oiiomie eon 
"^diou of Jjiihi limit itioiis in the mterost of Hu e. jisumcrs nre 
biicssm^ })U1 niiticipale thal *f imineilmte «ffett is nvvin to 
Ihc jKilicj wc recommend, India srill begin to prow ci momu ills 
I’rosjicrous withm a reasonable inriod of Hmc It therefore, 
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nece‘''«ary to make it clear that while the pohcj of protection 
should endure till the goal is reached, discrimination must varj 
according to the circiimstinces for the time being and should not 
he applied rigidli along the linen indicated in the Report ^^e 
Tiinv point out here tliiil while we want Indn to use to a 
toiniuanding position in the nutter of her industrial development 
itiidct lilt poljtj of protection, our colleagues anticipate as a 
result of the qualified policy which they recommend that India 
foi ifiniiy years to tome is likely to conccnlrite on the simpler 
forms of ninnyfacturcd goods ” (parngrapli 310) A pohev whi li 
is likely only to lead to this result for ninny vean. to come is not 
and cannot he acceptable to tlie people of India In all protec 
tionist countries the Government and the Legislature as repre 
senting the people legiiHlc the application of the policy of pro 
teetion in a manner most suitable to local conditions and circum 
stances and there appean* to us no reason why the discretion of 
the Government of India and the Indian Legislature should be 
fettered in any way The lecords of the rrovincid and Centrd 
Legislatures conclusively show tint non ofBcnl niemberb have 
Mcd witli one another in picssiug on the attention of Government 
the inlticbls of the misses We can iJimli re, con/idtnUy leave 
the inteiests of the consumers in the bands of the non olBcial 
meflibcib of the Indian Legislature who ire repiLscututivc of large 
and \ tried interests We would thcicforc recommend that the 
application of the policy of protection bhould be regul ited from 
time to time by buck discnnundtion is, m ty bo considered iiectssarv 
by tlie Government of India and the Indian Legislatuie 

7 While recognising the necessity of caution in the applica 
tion of the principle of protection m the interests of the masses 
V7e do not think it would be right to hedge the policy m such a 
manner as to lead to inadequate results We mav therefore 
emphasise the fact that we desire iraniediato effect to be given 
to the pohey recommended by us in order to achieve the olject 
m view as early as possible India s dependence upon agriculture 
has found her in serious economic difficulties Through the 
•peration of world causes the cost of living has enormously 
increased during recent times and there is a great amount of misery 
prevailing m the land The revenue needs of the country have 
cnormouslj increased and taxation has been raised to an unbear 
able level It js, therefore, essentially necessary that immediate 
»»teps should be taken to adopt an intense policy of industrialisa 
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turn to ensure the creation of new aourcea of wealth, encourage 
went for the accumulation of new capital, enlargement of public 
ie\emiea and proiiding more pro6taWe employment for labour 

8 We regret that our colleagues should haae thought it neces 
sary to justify the fiscal policy hilheito pursued , there is consider 
able difference of opinion as to its uisdom or suitability "We are not 
theiefoie pripaied to accept that poition of the Report dealing nith 
the subject e aiouhl hone\er point out that all the necessary 
requisites foi ii dustiialmlion ha\e existed in India for a long time 
and if a polic\ of protection had been adopted sav at least a gene 
ration ago if the s-'me fieedom to regulate her fiscal policj had been 
conceded to India aa uaa conceded to the Self Ooscining Domimons 
India a\ould hare inadi br this time gieat progress in the direction 
cf nuhiatii liMtion anl svould not bare been found m the state of 
economic bu>.I \ ardne s m rrliich rrc now find her 


9 Tile Ii 'ustiial CotnmisMon has placed on record the policj 
pursued in India in Ihc foUouing rrords 

Tl c commorcial muiiicts of the East India Company had 
from its earliest days in this country led it to make sarious 
attempts to improre those Indian mdnsti le^ fioro rrhich its export 
trade uas largeh drarrn as for example 1>\ organising and 
fiiniicni.' the mamiCaclurc of cotton an 1 sdk piece goods and 
silk xaiii although tins policr met rrith opposition from \esteil 
Dittrcsts in 1 iighiul ubieb were at one tune suffeiemly power 
fill to insist that it should be suspended and that tin. Company 
should instead concentrate on the export from India of the raw 
matorjjl ncccssarr for manufactures in 1 uglind The effect of 
this iradiiional policy contimiedfor some time after the Compaur 
had ccasid to be a tradin' hodr and ersu offer it had been 
replaced Ir the dmet rule of tbs Croun and doubtless moulderl 
such subs quciit efforts as were nia h in (la vame direction by 
Ooruiment Hut ns laisser faux Mcrrs gradunllr gamed in 

or, IM, it Kcopln.ico Mh m I .via,. \ on \ ... Ii.^a Ihr., 

isinnlir ,ir,>rl' licoiinc Ic-s frciuoi.t nml Il.r l.r^t .(Tort at n 
L ,„r,l lol.« ,.f .1.'.; 1»"' t-t. .'.I' l«o ton.,,- 

n r.rr imi rfi<t provisini « t tciliine il nut ii du Inal wlueation 
an I tK n Ihctionaiiddi imiinti n of eomin mat and iiuhistnal 
information ’ , , . 

10 a.ta.ttnl '“V ^ ■''"■I"'""' 

» 1- tnluatrnl counirr rannot le d uHnl 

Ilium s sapaciir u» 
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The Indiistml Commission found thif the indnsfrnl system 3S 
unevenly and m most esses inideqintclj tle%elc>ped and the cspitslists 
of the cointij «jth a ftn iiotible ixtcjitions Lise till now left fo 
other coimtn'’s the s\oik of ind the profit fiom maiiufacturni" Iier 
saluable raw- materials oi hase allowed them to remain imutili 2 ed 
If the Industinl Commission had not been debaried from consider 
ing the qiiesMoii of Iiuhin fiscal polics we seiituie to tlimk that 
the} would base come to the same conclusion as is held bj the people 
of India that this lesult was due to the policj of free trade imposed 
upon India If a policj due to 

aesfed interesti* in Cnglaiul winch were at one time 
sufTicientli powtif d to insist that the (East India) 

tompauj sliould conceiifiate on the e\poit of raw inaternls 
noccssnj for manufactures iu tucrlami (Industrial Coramis 
sioii Hepcrf 

lad not b'on adopteil the Indian artiznns whose skill was reeo" 
nised throu"ho It the worll could haac easih adapted themsehes 
to cond tioiiii ])iodiic»d by the ulxent of m icbinei} and the economic 
histoiy of India woultl hflie been dilToioiitlv wiitten We hoheae 
that the nidiistiial backwardness of India is m no way due to ana 
inherent difeets amonjrst the people of Jmlia but that it was aitifi 
enllj created bj a continuous process of stilling 1 a means of a forced 
larifT polios the iiiboin industrial genius of (ho peoide In para 
^.riph 7 iloubts base been cast on the Mew of the Iiidnii peojdo 
that li dia was a country of great wealth which attiactid foreign 
inaasions ind drew to its shores adventurous spiiits from European 
countries lie would fam have left the past alone is no useful 
purpose can he served l;y raking up historical facts which can have 
no diiect bcaiiig on the tariff policj which is best suited to the 
conditions of India ^\e are however coistiained to refer to the 
I osition 111 Mcw of the reInalk^ which oui colleagues have considered 
It necessaiv to make for iinviiio at n conclusion on the subject 
ihevvoiksof mmeiit writers such as Meadows Tnyloi Lecky Romesh 
Chandra Dutt Milson and Professots Hamilton and Jadunath 
bircar show how great India i. economic and industrial position was 
111 the past A few estiacts from these authors will be found in the 
Appendix 
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CHAPTER II 
Excise Policy. 

11 We most record onr dissent from the policj recommended 
hy our colletigucs in regard to ercise duties It msj he pointed out 
that towards the close of the Middle Ages internal duties formed 
a siibstuntnl put of leieime resources but eien tn those dajs 
Ihej weit iLgardtd as an obnoxious method of tasatiou The more 
enlightened poliej ot the moikrn age liaa gradusllv swept iwaj 
all internal duties ivUidi hampered tiade and industr> and excise 
on all a-ticUs e\(cxilmg tliost rrhuU are mjmious to public bealth 
and on a few luMirms Out tolleagiies bise in psngnpli ]4I 
refciicd to the cxoist pdicj of \nnous conniues fuuu which it is 
OMdent tint lu u »aL tnilutd coi ntries such diitits in lostncted 
to alcoh I and toh icso Uiej stitc — 

In tin. xtutish « olouKs and the I mted Stntts of America 
exorc taxatKu Im grndniHi been confined to thrsi nrtiehs 
Hut on the coiitmcnt ot Luiopc mans connirns Ime spplud 
the cxcis. Rjstem to other commodities, gncli ns sugsr and 
salt, while rianco tmnlois not onlj a conipiratiiclx w ide ran^c 
of excis*. duties, Imt also n sistem of State monopolies midu 
whuh the whole profits from the mnnufactiin of rrcisildf' 
articles such is tobacco ind matches are secured to the State 
In Egipt aftir tlic ccfiihlishnKiit «f laxcj <.ott n mills in 1001 
the CiOMnimcnt hUhjcctMl their product ti a i msumptnn t ix 
of S pii c-’nt ns eompeiivitioii for thi toss of tnstoiiis rcxcniic 
In Jap4.li cotton cloth is subject to a consiimpii n tux whith 
compuscs both an excise dull on innne produitnn nnd a sur 
charge on the customs dut\ un the imported nriicUs \ retiatc 
Is allowed if the tlolli is exported lapan nUo leius a con 
sumption tax c i hcro^cne nnd an exci''? diit> on sugar 
12 \\l will htPtc at onct that in onr xkw ixpist duti s hboulil 
be rcstricti<l to s.icli nrticlts ns alcohol nnd tofnccj which arc 
rtgnrdtd ns injurious to j ilhlic I • lUU ir u pul In nurnlitx nn 1 
the consamptioli of which it is drsiralb to rliccl nnd ti a few 
luxuries lliis IS the pidici which is at present ml jted I \ tl c 
United States of America and the itritisb Oltnics It ha« the 
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support of Profes-iDr Plelin who argues that excise is a justifiable 
source of revenue when it is levied on articles such as wines 
tobacco etc nho'ie consumption it is desirable to check in the 
interests of the community and that if more re\enue is required 
It ma\ be justifiable to impose excise on articles of luxury produced 
in tlie country 

13 As legaids the instances of I uropean countries quoted by 
our colleagues ii c\cisc on sugar and salt it ma^ be pointed out 
that sugar maj u cll be regarded as a luxury and tlie question of dut> 
on salt wild Ind i also le\ies has led to considerable differences 
of opinion nd cimot ll eiefore be regarded as a precedent for 
a gcneial excise poliej The case of Prance and Tapan is different 
Trance has adopted a policj of Slate Jlonopolies undei which the 
whole I rot t ^lon tl e maiuifactme of aitieles is secured 
to the State A of this I »nd uhicli a State uorks as a mono 
polj cannot be rc^ar led as a guide for a correct policj on excise 
matters The consumption t ix on cloth manufactured m Japan 
cannot b held to p^o^ ido anj pieeedent for the purpose of o similar 
policy in India T ! is tax is IcMed in J ipan uith the specific object 
of encouia ing the cxpoit of cloth and to economise home con 
sumptio i Such A polica may b justifiable in Japan because she 
has de;clopcd hoi indistnes under a system of high protection 
and is able to inai ufa''tn»-c f >r the pmposes of export This con 
dition docs not applj *^0 Tnd a ulich is 1 ardlj able to supplj 50 
per cent of her o rn leqniren «.nts \\ e ha\e dealt with the excise 
duty on sugar which a c leg id as com ng uithm the category of 
luxurj We Jie not aware of the facts m regard to the excise duty 
leaied bv Japan oi kerosene hut one instance in one country can 
not jus*)f} the lajing down of an excise policj for India The 
best pr iiciple to f Ilow appea*^ to be that of the British Dominions 
and this supports the aiev uo are recommending TJie only other 
case which rcmair to be dealt avith is that of E^apt It is stated 
that ID Fg\pt after the establishment of two cotton mills m 1901 
the Goaermnent subjected their product to a consumption tax of 
8 per cent as compensation for the loss of customs revenue 
lie V ish our colleagues had not quoted the case of Egjpt In 
view of the political control which England exercised over Egj pt 
and the history of cotton excise duly m India embodied in Chap 
ter 10 of the Report the conclusion appears irresistible that the 
excise duty on cotton piece goods in Egypt was due more lo 
Lancashire influence than to anj idea of compensation for the Joss 
of customs revenue 
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14 Our collenpues recomniead tUo imposition o£ excise duties 
on certain principles noted m paragraph 151 of the Report The 
reasons wlij we do not ferec ivith them have been stated "We maj 
emphasise the fact tint excise daties hamper industries and lead 
to undue interfeienec wilh local manufacture and it is for this 
amon^^st other reasons that excise duties are restricted in almost 
all ci\ lilted countries to the articles the consumption of which it 
IS necessary to che I in the public mteiest and to a feu luxuries 

15 "Wc maj point out that duimg the period of the uar e\erj 
lelh8er».>"t fouutrv vas 1 ard pics^ed to obtain leteuue from cveiy 
possible onree ti spite of such o\ei powering needs for levcnuf' 
to carrj on the wu none of them resorted to excise duties of the 
kmd uluch onr colleagues ha\c lecommended as i general pohev 
to be adopted m India Vn cffoit is made to meet this 
point m paragiTiii 14.G of the Report but ue do not icgard it 
as in ai v way coni nctng The United States of America lias gone 
drj ami stiU no excise duties of tlie kind recommended haie been 
imposed E\cn i£ i lirg portion of the people of India abstains 
tioui indulemp m iiitoxn itiiig drinH as is implied m the state 
luuit lu the rep rt uo have pointed out above that the BntiaU 
Ircihurj I's able to tax the ocncinl \opulation by mcaus o! licaiy 
cscisc duties on alcohol »ud tint this cxcj:>c does not ] iic the 
baiuL uidc incidence m India ’ it cm haull> be legiidtd nv luy 
rcHMii icr imposing cxci«c duties on the lines recommended It 
laimot ht conlimlcl tint the needs of the Indian cxcheiuer cm 
possibly tompan; nith the needs of the bclhgcrcnt countries during 
the iMir, and it must he ohvious that nJiou none of them rtc<! 
to this form of ta\ ition it cannot be justified in Imli i as n geiiernl 
policj Tn this eoaiicction "c uould unite attention to tho case 
of Ingland hcrscK Livland rait.cd rcNcnuc btscral times larger 
than tlic amount she collated btforc tht, uar She impusid a diit\ 
of 33^ ptr cent on iraportid motor cars hut did not put nn% counter 
\niUnt, excise dut' on localU monufattured ears 1 upland has 
been u free trade counlrs ond the principles of that polios c upled 
with the o\cr poncring ncc<ls fo** rc'cimc would hase jusufic I tlic 
impositiin of cminlerNafimi, excise duties on locaUs mannlaclnred 
cars Tho fact howeter remains that she did not put an% excise 
dllt^ ( u a irs man ifiKtun I m 1 n^laii 1 T liis iiiRtnncc alone is 
in our I pinion mif icRiitls ci ndusne to Rhou tl at the excise polics 
rctomm oded h> our colUagucs m rcpanl to local manafaeturr. 
cannot be justified 
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16 "We ttharc \Mth o\ir colleagues the concern for the jntcrcih 
o£ the consumers in regard to the applicatimi of a pohej of protec 
tion We should b’ e, houescr to asL how tins concern is consistent 
with tht c\cjse policj which thei hate rec-ommended The> pro 
pose that — 

“ when an indusltj Tcqu^rcs protection, any further 
necessarv taxation on its products mijr tf otlier conditions 
are fulfilled, take the form of an excise duty phis an additional 
import dutj The latter bhould fullv countenail the former 
and may be pitched at a little higher latc ’ 

One of the coiuhtu m rcltrred to is that excise duties should 
ordinanls be confined to in<lwsliics uhirh ire conccntntcc! m 
laigc fictones or small areas ' Coupled this condition is 
the recommendation in paragi iph ITO, ttg “ if on the other Jnnd, 
Qoiernment hold, that their revenue re<i«irenieuts mike it ohligntorv 
to lc\j taxation on cotton cloth in excess of this amount it \rjll he 
necessary lor them to formulate proposals in accoidaiicc with the 
principles uc haxe espUined, and to las fhess pioposale before the 
Legii>lati\rc ’ The cfTect of these iccomiyend.itivuis with regard 
to an excise duty <m cotton pace goods is as follows — 

17 Assunniicr tint the Tariff Doaid decides tint a piotectnc 
duty of 10 ptr etnt. is lequircd for the textile industry and the 
rcstuwc leyturementa of Oo^c^nllIcnt nmke it obllgator^ to levs 
excise tixxton on lottnn eh Mi to ilieUxtint of o pir cent the 
import iHits •will tinse to be i used to appioximattly 17 per tent 
Till, pri e if cloth wdl thus iivc to a parity uf 17 per cent The 
icomimm conditfou of Indii is adimtt«d te be 6uch that a ^arge 
ji.uf of the pojiulitton is under clothed and underfed It is a 
well known fact that pnves of cotton piece goods base consider 
ablj risin during lecent years and the effect of it on this article 
of necessits mas be judged from the speech of our colleague, 
Mr C W Rhodes in the licgisUtne Assembly He pointed out 
that the ssernge consumption of cloth m India before the war svas 
18 yard^ per head while in 3920 21 it bad gone down to 10 yards 
Tho coiisumcis in India will Imsc to bear the necessary burden in 
the widei inti,rests of tht count*}, as, a rcbulf of the protcctue 
polics winch the L’t'imnissjon Ins rceoitmiendi-d To suggest tint 
further hunlens should be imposed upon them by increased import 
duties for the purpose of conntenmling excise duties is hardly 
coiifeisteut with the interests of the consumers, many of whom hate 
to be content with insufficient clothing 
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18 Our colleagues lia%e reterrcd lo the power which the Central 
legislature esereises under the Reforms and ha\e stated that the 
question of cotton excise duties shoidd be left to the decision of 
Go\ernment and the Legislature We have already recorded our 
confidence an the Central Legislature in regulating the policy of 
protection and we would hive unhesitatingly accepted their recom 
inendation if the policy of excise duties, as recommended by our 
colleagues was sound in principle The exercise of discretion is 
only possible in matters which ire aiund m principle "We have 
shown that the excise policy is recommended by our colleagues is 
unsound in principle, and the question of the discretion of the 
Legislature cannot therefore arise As however the constitutional 
question has been raised b\ our collcigues it is nccessirj to note 
what the actual position is In all countries enjoying responsible 
goiernmcnt the Legislature is wholly elected and the executive 
gosciTiment la responsible to the Legislature Luring the traiisi 
tionnl period the position in India is different The Oovcniinent is 
not responsible to the Legislature iiid tbit bodj is not wliollj elected 
The budget estimates are prepared bj the Executiie Government 
and important items arc non lotable Even in regard to the item* 
which arc subject to the \oie of the legislature the power of rein 
statement vests m the Ooicrnor General The constitution of the 
Iicgislaturc also requires exammition There arc 143 members in 
the LegislaliNC Asscmblj Assuming that cicrj member is present — • 
cxpcneuco has shown tint this Ins not been so in pmctice^T non 
official numbers can with the help of the official \otc out Note Tl 
nou*official roeiubeta It must be ob^lous therefore that the result 
of a Note in the I ogidntivc Assemblj unless there is a clear majority 
of non official meinbcni cannot he rcgirdcil ai representing the Mews 
of the countrs It the pohc\ of excise duties as rceommended by 
our eollcngufs, was found in principle and the Note of the non official 
tnembors of the AssemhL had a binding effect we would haie no 
hesitation in accepting the reeommendilion to leave the decision to 
fttch vole We how vor boll that excise duties t>ejond the limita 
tions in heated hs ns are not fonnl in principle We (hcrcrore 
r iterate onr conclusion (hat exciM* duties m In hi M ould be restrict 
ed to alcohol, tnhncco rnd Mich other articles the consumption of 
nhieh it is desint le to chert m the interests of the communits, and 
1 ft a few artirles of hixnn 
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16 "We shire with our colleagues the concern for the interests 
of the consumers in regard to the application of a policy of protee 
tion "We should like, hou c\er, to ask how this concern is consistent 
with the excise policy which thej haic recommended Tbej pio 
pose that — 

“ when an industry requires protection, any further 
necessarv taxation on its products miy, if other conditions 
are fulfilled, take the form of an excise duty plus an idditional 
import duty The lattei should fullj countervail the fonnei 
and may be pitched at a little higher late ” 

One of the coiiditions referred to is that ‘ excise duties should 
ordinarily be confined to industries which ire concentntt-d in 
large factories oi small ireai ’ Coupled with tliib condition is 
the recommendation in pnragi iph 170, iiz , “ it, on tlie other Jnnd 
Gov ernment hold that their rev enue requirements make it obligatory 
to levy taxation on cotton cloth in excess of this amount it v\ill be 
necessary for them to formulate proposals in accordance with the 
piinciplcs we have explained, and to lay these pioposils before the 
Legislati\ro ” Tlic olTect of those lecoramendations with regaid 
to an excise duty on cotton piece goods is as follows — 

17 Assuiniiiff that the Tariff Board decides that a protective 

duty of 10 per cent is required for tlic textile industry and the 
revenue lequiremonts of Govoinincnt make it obligatory to lew 
excise taxation on cotton clo^li to the lextent of 5 per cent, the 
impoit duty will have to be laised to approximately 17 per cent 
The prne ft cloth will thus use to a parity of 27 per cent The 
ceonomn, condition of India is admitted to be such that a large 
pait of the population is under clothed and underfed It is a 
well known fact that prices of cotton piece goods have consider 
ably risen during lecent years and the effect of it on this article 
of necessity may be judged from the speech of our colleague 
Mr C W Rhodes m the Legislative Assembly lie pointed out 
that the average consumption of cloth in India before the war was 
18 yards per head while m 1920 21 it had gone down to 10 yards 
The consumers m India vmH have to bear the necessary burden in 
aVit! -ftifivi- •maei-K.ab oi aVie COTnAi:?, vb w Wits ■px'aWa.'iwe 

policy which the Commission has recommended To suggest that 
further burdens should be imposed upon them by increased import 
duties for the purpose of countervailing | excise duties is hardly 
consistent with the interests of the consumers many of whom have 
to be content with insufficient clothing 
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18 Our collcngucs l^a^c retcrrcd to the power winch the Centrfll 
LegisUturc exercises umlcr the Reforms find hfi\e stntecl thnt the 
question of cotton excise duties fhontd he left to the decision of 
Goiernmcnt nnd the Lcgislatiiro Me Imve ftlrendv recorded our 
confidence in the Central I cgislnturc m rcgulatniR the policj of 
protection and wo would ha\c unhcsitotinplj accepted their recom* 
mendation i£ the policj of excise duties ns rccoinmcndeil hj our 
colleagues svas sound m principle Tho exercise of discretion is 
only possible in matters which arc sound in principle \Vg ha\o 
shown that the excise policj as recommended hs our colleagues 19 
unsound m principle and the question of the discntinn of the 
Legislature cannot therefore arise As howesor the constitutional 


question baa been rai ed \\ our collcngues it is necessary to note 
wbat the actual position i-» In all countries enjoy mg responsible 
government the Legislature is wholly elected ami the executive 
government is responsible to the Legislaturt llunng the tinusv 
tional period the position in India is different The Oovernment is 
not responsible to tho I c^ishiurc and tliat body is not wivolly elected 
The budget estimates nrt prepared h> the Executive. Ooieriimcnt 
and important items arc nonvotshle Even m regard to the itcnia 
which arc subject to the vote of tlie LcgiMalure the power of rein 
statement vests in the Goveruor Ocneral The constitution of the 
Legislature also requires examination There nro 143 Tnembers in 
the Legislative Assembly Assuming that every member is present — 
experience has shown that this has not been so in pncticc— 47 non 
official members can with the help of the official vote outvote 71 
non official members It roust be obvious therefore that the result 
of a vote m the Lcgislnlive Assembly unless there is a clear majority 
of non official members cannot be regarded as representing the views 


of the country If the policy of excise duties as recommended by 
our colleagues was sound m principle and tlie vote of the non official 
members of the Assembly had a binding effect we would have no 
hesitation m accepting the recommendation to leave the decision to 
such vote We however hold tbit excise duties bejond the limita 
t,om indiMtca by ™ are not sound .n prmaipte We therefore 
leiteiate out concluaion that oxciM! dutiea m India should be restrict 
ed to alcohol tobacco and sneb other articles the consumption of 
nh.ch It IS dcsinbic to ehcct m the interests of the community, and 


to a few articles of luxury 



l84 


JIINDTE Of UtaSFNT 


16 Wc share with our colleagues the concern for the intcu 
of the consumers in regard to the application of a policy of prul 
tion We should hlvC, however to ash. hou this concein is consist! 
with the 6 X 0180 pohej which thej ha\c recommendtd Tliej pi 
pose that — 

“ «hen an industrj requires protection, any furthc 
necessary taxation on its products imj, if other condition 
are fulfilled, take the form of an excise diitj plus an additional 
import dutj The litter should fullj coiintcr\,iil the forraei 
and may be pitched at a little higher into ’ 


One of the coi ditioiis referred to is that ‘ excise dntits should 
ordinarily be eoefined to industries whieli arc tonccntiatcd in 
large fictones oi small areas’ Coupled uitli tins condition is 
the icconimondatioii m piragnph 170, tiz, “ if, on the other hind, 
Goxernment hold that their rcienue requirements make it obligatory 
to le\j taxation on cotton cloth in excess of this amount it ujH be 
necessary for them to formulate proposals in accoi dance uith the 
principles ue hnio explained, and to l8> these pioposals before the 
Legislature” The effect of these recommend itions uith regard 
to an excise duty on cotton piece goods is as follous — 


17 Ahsuiunig that the Tariff Boaid decides that a piotcctnc 
duty of 10 per cent is required for the textile industry and the 
icacnuo refjuireineiits of Government make it ohhgatoij to lew 
excise taxation on cotton cl *11 to flie (extent of 5 per cent , tlie 
iinpoit dut) Mill iia\e to be raised to approximately 17 per cent 
Tht pii c (f cloth a\ill thus use to a parity of 17 per cent The 
tcoiiomio conditiou of Indn is admitted to be sucli that a 
part of the population is under clothed and underfed It is a 
aitll known fact that prices of cotton piece goods ha\e consider 
ably risen during lecent years and the effect of it on this article 
of necessity may be judged from the speech of our colleague, 
Mr C W. Rhodes in the Legislative Assembly’ He pointed out 
that the average consumption of cloth m India before the aiar was 
18 yards per head, while m 1920 21 it had gone down to 10 yards 
le consumers in India will have to hear the necessary burden in 
nc avidtr interestb of the country, as <a result of the jirotcctne 
^®“““ssiou has recommended To suggest lint 
iir er burdens should be imposed upon them by increased import 
on purpose of eounterxailmg , excise duties is hardly 

'Vith the interests of the consumers, many of whom haae 
to be content wilh insufficient clothing 
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This rccommcndaliow casts a doubt ui>oa the fiscal freedom >vhicli 
India has already nllauicd Tho rccommcndaliou made bi our 
colleagues is in contradiction of tlic bistorj embodied lu CliaiUtr 1 
of the Report bhounig how India bns now become fiscally frei In 
paragrapli 4 of the Report, reference is mado to the UcspalcU of tlio 
Secretary of State dated the 30tb Juno 1921 in which ho sayH that 
lie has accepted on bchal/ of llv> Majetlt/t Oouermnent tlic prmciplo 
recommended by the Joint LommiUee m their Report on clause J3 
of the Qo\erniuent of India BiU India is, therefore, entitled to 
regulate her customs tanffb as is most suitable to itcrself ami it 
appears to ns higlily prejudicial to the intercstH of this country for 
a Commission like this to suggest that any such nntiouncement Is m ecn 
bdry before action can be taLcn in the muttei of cotioti exciHo (iiillui. 

22 Our colleagues pioeeeU 1 ui t uul lb Ibtuuentl diflb iillini 
of tho Government ot India \te eoi eede that sueli dlflleiillii i do 
exist, hut It 18 necessary to lomi out that the cotton exeine duly win 
not imposed foi itvcuue pmpoao, that it whs levied jiujily to joo 
pitiate Lancashire and thit the imouut ot levcime uu ivid luui 
substantially increased dmiug leceiit years in conseyutneo ol iiiKlut 
puces of piece toods is the lesult ol wai condmons U may bj oC 
interest to note that tho a\ei«ioe annual levenuo from eollon ixcjho 
duty for five years prccediUo the wai was only Rg 48,11 lou lu 
other parts of the Repou, lecouimeiidatioua have been made to ul 
certain duties which weie levied expicssly tor revenue purioscs, uiid 
the following statement shows the etket of such lecomuicudatioiu, on 
the revenues of the Govemmeut ot Iiulm 

Abolition of export duty ou tea 
Abolition of iDipoit duty on machinery 
Abolition of import duty on raw materials 
Abolition of impoit duty on coal 
Al,Dlitjon ol imrort duty ou lujcs oud skins 


293 lakhs 


60 lakliH 
lOo lakhs 
01 lakhs 
5 lakhs 
C2 lakhs 


mo™r£rom arfdos y.hoUy or momly toauufarturod „ 



llINU'ra op DISSENT 


l88 

Ils 4 77 00 000 which will lE the leeoiomcmlatiou is iceepted, be 
reduced bj an amount which can baldly be niodic'iblo 

% aiioiib lecommendntions ha^c been made to grant bounties and 
subsidies All nen industries to be establislicd under a policy of 
protection are recommended as a rule to this form of State assistance 
It IS further stated that ‘ it is of the first importance that the de\e 
lopment of new industries shonld proceed as rapidlj as possible ” 
It mil theiefore be necessary to find adequate funds to meet this 
liability 

24 It will be observed that revenue considerations have not 
deterred our colleagues from recommending the abolition and reduc 
tion of those duties which have been specifically imposed fot revenue 
purposes nor ha\o they prerented them from recomniendiug pay 
nient of bounties and subsidies It is only when the question of 
abolishm,’ the cotton excise duty is concerned that their keen 
hobcitude for Gorernment icrciiucs mauifcsts itself It has already 
been pointed out that cotton excise duty is not levied for revenue 
purposes that there is an ovtiwhclming feeling amongst the Indian 
publio to abolish this duty and that the Oerernment of India have 
already declared their intention of removing it In the interests of 
India’s national self icspcct it is, m our opinion essential that this 
duty should bo abolished at once Our colleagues point out that the 
abolition of this dutv will open up the question of maintaining the 
import duty on cotton piece goods at 11 per cent They quote the 
opimons of two oi thtee Slill OwTicib thnt the pioteetivc duty of 
7i per cent is sufficient ignoring the views of the bulk of the cotton 
manufacturers who appeared before the Commission We venture to 
point out that the Commission cannot accept any views of this kind 
to bnse their recommendations on It has been unanimously decided 
that the CommiSMoii is not m a position to determine what amount of 
protective duty is necessary lo rcgaid to any article and the duty of 
enquiring into and making recommendations on the subject has been 
left to the ranff Board Ihe whole case for excise duties has been 
based on the revenue requirements of the Government of India 
It appeals lo us tliat the red lenuidy hi put tiapiitwl ff.viAV/tc. qw e. 
wund basis is to take immediate measures to fill the reservoir of 
India’s national wealth from which State revenue can be easily 
drawn The best way to. replenish the reservoir is to stimulate 
Industrial development by a policy of protection TVe may quote in 
this connection the case of the Umted States of America and Japan 
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Tht Hbo>e figuioa 5»ponk for thei«J>cl\ cs In our opinion, tliero 
foie the real rcmed' i'* to improve the economic condition of India 
bj piomotmg its mdustriil advancement and not by imposing 
excise duties on local manufactures 


25 The revenue duties— ind 11 pei cent on textiles is a 
levenue duty— have been imposed without lefcrenco to their pro 
tectivc effect and sucli duties hnvc been levied irrespective of their 
effect on local mamifactmcd goods A duty of lo per cent is 
impose 1 on articles pbollj or mainly mumfnctmcd 25 per cent 
on eu-ar and 30 pet cent on silk piece goods Thonsk sugar may 
well be re-arded as m article o£ Intnrr and on which excise duties 
are lei led” m some count! les and silk piece goods arc classified 
amongst articles oE lusui}, no excise duty is Iciied on any of ttese 
articles It IS diffionlt to understand why our coUcagnes haie 
,ho!.r.n new oE all these Eaetsao much concern about cotton exeme 
dull nhicU was admittcdl) rmposed not tor revenue purposes but 
for other well known leasons 

16 sts alreldi punted out. the Brrtish Oovemment has net 

„b AS a .> i j,j article of luxury as motor 

imposed mj a autv is33i percent on their import 

Htt I go” ™cnt e£ Indm desrre to roamtam an mrport duty o£ 11 
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per cent on textiles for the same reasons as thej le\} import duties 
on othei articles thej maj retain it at that figure If thej consider 
that they can reduce it to 7| per cent or any othei figure, they are 
perfectly free to do so , but we hold the emphatic \iew that for 
maintaining India’s self respect it is necessary to abolish the cotton 
excise duty 

27 Our colleagues subscribe to the suggestion of a clean slate 
If that IS so then the conclusion is inevitable that the cotton excise 
duty must go This is the unanimous sentiment of the people of 
India and should, we think, be giien effect to immediately 
Whether anything should be written on the slate again after it 
has been wiped clean must depend upon the policy of excise duties 
laid down for this country and in regard to which ue haie expiess 
ed our Mews in the preiious chapter 

28 There is one aspeU of the question to nhjch special attcu 
tion should bo drawn When lu consequence of tlie first gift of 
£100 millions which ^ndia contributed for the piosccutjon of the 
wai India was allowed to raise the import dnt^ on cotton textiles 
to 74 per cent without raising the excise dul) on cotton piece 
goods manufactured in India a stoim of protect was raised by the 
Lancashire interest in iMrlnmcnt which led to mucii embittermcnt 
of feeling in India Again, m 1921 the needs of icvenue became 
insistent probably owing to the loss sustiined by the policy of 
Reverse Councils and the import dut^ on cotton textiles was i used 
to II per cent The ngitntiou wl icli was earned on in England is 
well known The Ltpoit ictoid'> tho ficts in the following 
words — 

‘ The whole question is permeated with suspicion and 
resentment , and these feelings have been kept ah\e by the 
action taken by the representHtn es of the Lancashire lotton 
industry in 1917, in 1921 and again within the last few months, 
the system which their ufluence had for so many vears imposed 
upon India ” 

29 "We should like to maitc attention to the political effects in 
India of such agitation by Lancashire represenfat'nes ft' is nr 
our opinion, essentially neeessaij that cordial relations should 
subsist betw'een India and England The imposition of cotton 
excise duties is one of the principal causes of estrangement between 
the two countries Ear sighted statesmanship demands that this 
cause should be remoxed TTie Lidian sentiment on the question 
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13 decisive The evidence plnecd hefore «<! eonclnsivcly proved 
this It Tvonld ho nnMiso to deal with the question hj rcsortinR 
to expedients ■which will not he ncccptahlc to the Indian people 
The best mode of promoting cordial relations nnd hcltcr under 
standing between, the people of the two countries is holdlj to face 
the problem nnd in n spirit of pohlicnl sagacity to abolish the 
cotton excise duty ol once It is needless to point out that unless 
this course is adopted Lancashire will not cease to agitate on the 
Subject and such agitation will I e a constant source of ill foelmg 
between the two countries 
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CHAPTER n" 

Imperial Preference. 

30 We recogm‘^e th*it Imperial Prefcicnce is a means of 
streDglJjenjDg the ties amongst a Comuionire'sU}} of Tree Nations 
The exchange of tnOe amenities not in a spirit of bargain but 
as a free gift has the effect of cementing the boni amongst free 
nations forming a Commons ealth It mav be pointed out in this 
connection that the TJominiona conceded the principle of prefer 
enee after the\ had attauied full lesponsiWe goacniment “ consistent 
nith iheir on» xnUrcsts a»d not i«/wroKS to themsehes ” Great 
Britain foUoi\ed in 1919 and tK(rorf«cfd a preferential system 
She gate freelj such prr/erpneea os she felt roulil he granted eon 
sistenthj itith fJe interests of her oun people and the regutremenis 
of her oun fisiol pohcj Great Britain and the Dominions arc 
able to regulate tlie policj <f Imperial Preference on these lines 
because they are politically and fiscally free The principle of 
Imperial Preference implies the nncontiolled power of initiating 
granting a arsing and withdrawing preference from tune to tune 
consistently srith each coiintrj s interest nnd on lines nhith are 
not injurious to itself India must therefore possess the hame 
supreme powers as aie tnjojed bs the Dominions before Inipernl 
Preference can beconu for her a matter of practical politics India 
has not yet reached Dominion status She is m a transitional 
stage , her Qoaernment is not responsible to bei I egislatnre but to 
the British Parliament Anj acceptance m practice of the prin 
eiple of Imperial Preference would make her liable to measures of 
preference at a tune when she is not entitled to determine them hj 
the aote of a wholly elected Legislature with her Goaernmeni res 
ponsihle to such Legislature as is the c se in all the Dominions 

31 It is an admitted fact that the ^Dominions haie regulated pre 
ferenee as it has suited them from time to tune The British policy 
m regard to the grant of preference to Indian tea has been on the 
same lines We do not wish to enter into the controversj as to 
whether reduced import duty on Indian tea is real prefereneo or not 
in 1915, a resolution was moved m Parliament asking for o reduc 
tion of import duty on Indian tea The mover clearly disclaimed 
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Sny*’ '* ■ T- ■ InliifRc'dlKctVduclion 

on ■■ ■ ,■ * ■■ ■ > ’ ■ con'mmcd by tbo poorer 

das ■ ■ ■ ■ - *'■ Lloyd Ocorpe, \t1io 

then the Chancellor of the llTchcniier, opposed the rc<?olulion on the 
ground that it ■would he con^^tnied na preference nnd tntpht lend to 
retaliation hy China rrhieh was n large buyer of Lancndiirc Roods, 
The point to ■which we wish to draw apccinl attention is that while a 
preference of 2d per pound was grantwl in 1020 21, tlie InidRCt csti- 
mates for 1921 22 reduced it to IJ d \7e mention this in order to 
confirm the principle underlying Tmperml Preference tliat the country 
granting it has full power of initiating, granting, sarjung nnd witli- 
drawing preference ns it suits the interests of its own people Such 
power India does not possess at present It docs not enjoy the 
powers which s. meinher of the rommonwenlth possessing Dominion 
status docs The logical conclusion therefore, is that India cannot 
accept the principle of Imperial Preference until she has attained 
responsible goTornmont and is able to regnlnic her fiscal policy hy 
the Tote of a whollj elected Icgisldlurc 

32 The Report summarises the present economic condition of 
India, and the conclusion arri\ed at is eml)odio(\ in psngnph 2"»7, 
After recording the fact that roost of the witnesses expressed th*eml 
selves against the principle of Impcrnl Prefeience it states that 
“ a second argument which lus weighed with many witnesses is 
that preference is eqmsalcnt to the grant of a bounty to tho 
British manufacturer at the expense of the Indian consumer, 
that India is poor while Britain is rich, and that it is not 
reasonable to e-vpect the poor country to niahe a gift to the rich 
one "We have cxplsincd that in our opinion this view of the 
question is not unreasomble, and that any cenersl system of 
preference would undoubtedly impose an additional burden on 
the Indian consumer, which we do not think it fair that he 
should he called upon to bear This argument might be met 
hy the assertion of a second principle, namely, that Imperial 
Preference should not involve any appreciable loss to India " 
33 India cannot be called upon at present to suffer any ccono- 
mic loss as she is poor and as the consumers will have to bear a cer. 
tain amount of burden in the larger interests of the country under 
a policy of protection winch we arc recommending If tins policy 
IS given effect to immediately, it is lil*lj to become fruitful within 
the next few vears and the economic condition of the people will 
improve India by that tunc will have attamod rcsponsildc govern 
meat, which has been promised to her , tlien as a Self aovemmg 
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Member of the Comraomvo'iUV she uill ttc feel condefint, be ready to 
adopt n policy of Impciial 1 reference 

34 Piragiaph 2do of the Kcpoit records the fact of the 

‘ almost complete niianumtj Tvith 'nhicU Indian witnesses 

opi Oicd the piiueiilc of Impeinl Picfcrencc ” 

One of the piincipil lensons for this oppo ition is m our opinion, 
the fact that Iiuba is i ot free i e docs not enjoy Dominion status 
in the Empire The lion ble Lali Ilarkishen Lai pointed this out 
in his eMdence lie expressed himself in fa\our of the principle 
of Impernl Preference on the distinct condition that the political 
status of India shculd be the same as tliat of the other partners ni 
the Empire Captun Sassoon also favoured the principle but con 
ditionalh upon the right of India to withdraw such preferences 
Mhen hci interests icquired her to do so It scill be ohsious that 
Indian sentiment is piactically unanimous against Imperial Prefer 
enco in Men of India s present political status in the Empire The 
conclusion i-s therefore inc\itablo that this question can only become o 
matter of practical politics nhen the promised goal of responsible 
goscinment is reached 

35 It may well ho argued that while subscribing to the pnnci 
pie of Imperial Preference our conelusiou leads to the postpone 
ment of its application to the time when India attains her full status 
in the Commonwealth This is praclicallj the unanimous mow of 
the people of India We arc houcacr of opinion that the Indian 
Mew would be fasotiially inclined to accept the immediate appli 
cation of the principle prOMded conditions are created to place 
India at once on the same footing as the Self Goaerning Dominions 
in this matter It inaj he pointed out that m 1918 w hen the Goa ern 
ment of India proposed a further gift of about £45 millions to Great 
Britain for the prosecution of the war they left the decision to the 
vote of the non official members of the Impernl I egislatiae Council 
It IS theicfore pos'iible eacu under the political status which India 
now enjojs to so arrange matter? as to bring about m practice the 
position which the Dominions occupj We will therefore recom 
mend that the power of initiating granting varjing and witlulraav 
ing Imperial Preference m regard to every article should vest by 
legislation or other equallj effective means in the non official members 
of the Legislatiae Assembly They will thus be empowered by non 
official aotc to regulate the poliigr of Imperial Preference with perfect 
freedom on the same lines as those enjoyed by the Self Governing 
Dominions 



lilsLtr or itMsyTfT 


m 


3C. In paragraph 22o oC the Keport, it is stated 

‘‘ when the country receiving the preference Bupplu's prac- 
tkallj the whole liiaiket, then the price to the consumer will bo 
teguhlcd by the lower rate. The lionnly to the foreign manu- 
facturer will cease and the consumer will get the benefit of Iho 
lower rate." 

In paragraph 226 it is htalcd that 

" after the preference is gncii, the piicc to the consumer for o 
tune may ho regulated by the higher rale of duly and the manu- 
facturers of the fatoured country will receive, ns has been 
already explained, a bonus of the diffeieneo betneen tlie two 
rates. The effect of this bonus is to stimuhito tUo trade of tbo 
manufacturers of the tountiy letcivmg tlie prtfticnco and in 
a short time they nia> secure for themselves the whole market, 
driving out altogether the nouprefened manufacturers. Tlio 
price to the consumer will then be regulated by the lower. oi 
preferential rate of duly, and the lavoiirt’d maimfactuitrs will 
tnid the price falls to the tiuc competitive level. Uut they have 
not thereby lost the whole benefit of the preference. Their gam 
IS leprcbcntcd by the additional ipiarlcr of the market which 
they have secured for themselves at the expense of thoir non. 
preferred rivals Thus they benefit even wheu the consumer 
has censed to suffer." 

37. It is contended that when the whok supply auives fioin the 
preferred country the consumer will ccaso to suffei. This is eoutm- 
gent upon there being in the picfencd countiy hutUcicnt inteuial 
competition to icgulate the price on a competitive basis. In dcaluig 
with the policy ot protection attention has been drawn to the tlangei 
of a possible t<i’iibiuation of raaiiufactureis tor the pui pose of exploit- 
ing the domebiic consumer. It is. luitUei stated iparagraph 8C) 
that a protectionist system ccitaiiily gives an opportunity for 
Tmdesirabla forms of combinalioD. 

" In a free trade country no combination of manufac- 
turers IS able to keep the price of a commodity above the 
world price. If all the manufacturers of a particular country 
agreed not to sell below a certam price the only c{fi.ct w’ould 
be that their home market would bo captured bv the foreign 
manufacturers selling at the woiid price. The case of the 
protectionist countries is different. Here we have a tonff 
.wall affording, when the foreign, manufactureis have been 
partly or wholly excluded, a ccitaui latitude of price to the 
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homo manufaetuf era If the latter do not combine, the homo 
price will be regulated ly the ordinary conditions of internal 
competition But by means of combinations it is possible 
for the home manufacturers to keep the price distinctly 
abo^c the true competitne level without inviting foreign 
competition 

Ihe Report points out various remedies to be applied in the 
cient of such a combination materialising in Indn Under Indian 
conditions such combinations are a remote contingency but in 
advanced countries they arc far more possible Appljing this 
analogy to preferred countries the Indian consumer is likely to 
sulTcr heavily when bj means of preference the competitive foreign 
manufacturers have been excluded and the prices arc maintained 
at a high level The case of the monopoly in shipping ’ is 
a clear instance in point The Indian people have to pa> com 
pantively 1 igher rates of freight because coinpctjtion has been 
eliminated and a practical monopoly has been created Combinn 
tions of manufacturers in India would be easily known and the 
Indian Ooveinment can devise adequate measures to counteract 
their evil effects on the consumer When however competitive 
foreign manufacturers have been eliminated and the whole Indian 
maiket becomes the monopoly of the manufacturers of a preferred 
coimtrj the consumcis may be penalised to a heavy extent and 
the Government of India may be powerless to take immediate 
and e/Tcctnc measures to conotatet the evil The rcmci)} would 
of course be to withdraw prcfeitncc but tin. foicign manufacturers 
Laving lost the important Indian market may have reduced pro 
duction and may not find themselves in a position to re eater the 
market to the benefit of tbe Indian consumer There is there 
fore clear danger in the grant of preference and the loss to the 
consumer m India may not prove to be temporary as stated in 
paragraph 227 

38 In paragraph 231, attention is drawn to a possible adv antage 
to India m the matter of her export trade It is stated that 

“ if the preferences are important this will tend to build 
up direct shipping connections between the two countries and 
as a coiLsequence will gne the exporters of the country grantmg 
the preference some advantage m tbe market of the country 
xeceiving the preference In other words if imports are 
attracted from a particular country they will be a tendency for 
exports to be attracted to that country " 
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Wc arc not salisficA wliclljcr m oI tlip arlinl Vlvrc<‘n 
India and EnsKnd any sxicU "iH nccuir There n n 

danger ihnl si eh n johiN unv itnnli Inhivu ] r<>duccr, Ij 

rfdncjDg tli<* untnbcr oC hu\cpi, comprUlmti vrhom mnni 

Ums a standard of worl \ prices lor Indian j ro liico It tna> 

Ijc remarked that there is n \cr3 stroiR feelmj; ninoi pnl the Indian 
Fwpic iti fa\our ol an Indian inwanlitc marine ncfcrrnco has 

made in the Itcport in parsprot h 131 to ihii f« chiifj and rcccnll> 

It found expression in the Central Iiej,iilfttnrc Nothing Kliould in 
car opinion be done which wiU hate tic effect ot rclnrdinjt Iho 
esUhlishmcnt oC a mercaulite marine iti Imln, or of mnUinR its 
success doubtful 

30 tVe regret that onr collcagnea hhovd I Ua%o pleaded for 
Imperial Preference ou the ground nmono->l tilitn tf mnintainiiicf 
tile British Navj Wo feel tint the question of nasal dtfcucc of 
fie Empiro stands ou ou entirely dilTeront footni„» and ought not 
lo ha>o been brought forward m this coiineciion It jnight h lit llio 
effect o£ reviMug a political controservy which is t Oht uNoultd at thu 
present juncture In our opinion the qucHtiou btauds ou Impcrnl 
sentiment alone and should le examined from tl it point of ucw 
The defence of the Empire depends uion various other staudpomta, 
and the loamtcnance o£ the Indian army xslnch has bcrvcd tho 
interests of the Empire m the Tarious parts of the world will havo 
a pron a*" ed bearing on the issue As the question has been raised 
we vrill content ourselves by remaiking that the econotaio prosperity 
which we anticipate as the result of extensive ludusinaUsatiou will jn 
course of time enable India to roamlam in Indnn waters i navy 
sufficient for the defence of India officcicd and manned by Indians 
It wiU also prove a valuable Imperial asset ^ 

40 Having drawn attention to the possibilities which a policy 
of Imperial Preference may lead to we leave the matter with full 
confidence m the hands of the non official members of the Legislative 
Assembly m the convietvon that as represcntativea of the people of 
India and fully conversant with Indian Eeatuaeat they will give 
effect to it m a manner consistent with Indian interest in all its 
aspects 

41 We wish to make it perfectly clear that wo have dealt with 
the question of Imperial Preference as between England and India 
and not as affecting the British Domimons and Colonies We are 
unanimous in thinking that a different policy should be adopted in 
regard to trade rciationa with otter parts of the British Empire 
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Oul colleagucb lecommend la paragraph 264 that 

Jlituerto, in tliscussiDg the question of Imperial Prefer 
ence we have confined our consideration to preferences 
granted to the mother coantrj With regard to other part 
of the Empire, we would recommend a different policy We 
buggest that to the United Kingdom should be offered such 
preferences as India may find she is able to offer without 
appreeublc injury to herself With regard to other parts of 
tho Empire, wc recommend a policy of reciprocity such as is 
already adopted by more than one Dommion for inter Dominion 
trade iclatious , that is to ssj, preferences should be granted 
only as the result of agreements which might prove to the mutual 
adtantag" of both parties In this connection, India would 
doubdcbS not bo unmindful of the fact that she already enjoys 
the benefit of certain concessions granted by Canada and Eew 
licii md Ihe agreements which ue contemplate would be purely 
tolunt r> there uould be no kmd of obligation on India to 
enter n to them unless her oun uitercsls appeared to demand it , 
and It la cMdent that political considerations could not be 
tsUuded m determining whether it was desirable for India to 
cntci lulo an economic agreement or not 
In the next paragraph 2G5, it is stated that 

c think It IS necessary that there should be laid down 
for India some poUc> of the nature outlmed abot e in regard to 
trade relations with other parts of the Empire Wc ha^c 
already mentioned that ludm rccei\Cb prefcrcuees from Canada 
aud ISew Zealand Wc onderstand that proposals for rccipro 
city were received in 1919 from one of the Dominions We hate 
been retenliy informed by the Canadian Qovenuaent Trade 
Comnussioncr to India that a preference on motor cars granted 
to Canada would stimulate the present tendency for the well 
known makes of American cars destined for the Indian market 
to be made m Canada and uouid be regaided as a graceful 
reciprocal act on the part of India It seems probable that this 
benefit coaid be conferred on Canada without any appreciable 
bifas K'i, ladi-u ’ 

42 Wc cannot agree to any trade agreements being entered into 
with any Douimon which discriminates against the people of this 
countrj Wc ociic\c vc arc voicing the unainnjous opinion of the 
people of India when vc saj that no agicements based even on 
jcciprocitj in trade matters should ^ entered into with any Dominiou 



' TrrtT rr w*«rrr 




’filch has P’1 its !>fv\V -\p\ "nti V*- •iti'* npj’Umff 

ff* the Ir<li m pc'ipl" Our ^ f*jrt f')\ tl " firt tint Tinvla 

a>!<i New ln\<* fonftrrt t rcrtun p*vf('r’'jic'^ on Ir<in To 

^ c lr«?i*n people Ihcir tolf rr^jx^t of fir moro importineo than 
economic irlti-lj •^^^ Pornnton T’n\ cl to confer 

inei*is of tircfemUnl trcMtrci ! Jn% rojif IrntU jslnto tint 
fhc people of Tniin vrouM rnicli prefer tl “ wjll <lnml of siirh prefer 
cnee as they rrouM not rare to l>e ccononncalU »n<lclile<! to n»7 
PcDiinion ■ffhic'h clo''s rot treat il m ns eQin! ir-'mljers of tlic Unljsij 
rmpire ha\in" priml nplits of eitirensJnp 

43 "Wc arc not opposeil to xie^otntnns Ijetn" opeped for trftfV 
■’itrccicc it’s on a reciprocsl lavjs l»uf tin eonliium precedent must 
Jic the recAxnition of the n dit of In l»ni s to etpjnhis r f h» ilm The 
iittt principle of Impennl sol danls must in nnr opinion, he equal 
treatment of all nations fonninjr part of the rmpire The facts ns 
t^gards the treatment meted out to Indtins are too asel! known to 
he mcptioned here Wc will therefore content oursiUes with re 
cording our emphatic mow which wc thmh reflects the feeling of the 
trholc con' Ira that no trade agreement shoiill he enttred into tvith 
any Dominion unless it agrees to treat lh« In h m j eople on a footing 
of equality an 1 to repeal all anti Asiatie )e,^isl ition in so far as it 
ipplies to Iho ptople of this counlrj 

44 ■^\e Mill now summaiiic our conclusions m icgnrd to Imperial 
riofercnce 

(i) \Vc are m fasom of the punciplo of Impcrnl Prefereneo 
on the distinct condition that India should m this 
nutter be put on the same footing of fieedom as is 
enjoyed by the Self Goacromg Dominions and that the 
non officisl Tnembers ol the I egislatiie Assembly should 
be given 1 owcT by legislation or other equally effeetii e 
intana to initiate grant yaiy and withdraw preference 
ns may be necessary in the interest of India in all its 
a'>3iecta 

fii) That the condition precedent to any agreement with n 
liritisfi Dominion m trade matters on the basis of reei 
procitj should he the recognition of the right of the 
Indian people to » status of complete equality and the 
upcal of all aiiti “Viatic laws sn fnr ns thej apply to 
Ihc people of Iiidis 
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Foreign Capita!. 

45 The only exception xrhxeh our coUeaguea make m recom 
mending free and unconditional introduction o£ foreign capital 
after the pohev of protection is adopted ond a tariff rrall is erected 
IS contained in paragraph 292 which reads as follows — 

'* TVe think, however, that where Go\ernmenfc grants any- 
thing m the nature of a monopoly or concession, where public 
raoney is gzi cn to a company in the form of any kind of suhsid' 
or bounty, or where a license is granted to act as a public utility 
coRjpauj it IS roasomhJe thii Coiernmect should luake certain 
stipulations Where the ludnn Goscrtiment is granting con 
cessions or where the Indian taxpayers* monev is hemg 
de\oted to the stimulation of an enterprise, it 13 reasonable 
that special strep's should be laid on the Indian character of the 
companies thus fvioured In oU such eases we think it would 
be roaionaWe la insist tint ro/npanies ea^oiing such eonces 
sions should be incorporated and registered m Indii with 
rupee capital, that there should be a reasonable proportion of 
Indian Duettois on the Boaid and reasonable facilities should 
ho offered for the training of Indnu apprentices at Oo^emment 
expense ” 

46 We are unable to appreciate the distinction drawn between 
companies getting Government concessions and eompames estn 
blishing themselves behind the tariff wall erected under a policy 
of protection. We cau understand such a distinction under a policy 
of free trade The Government of India have, as pointed out in the 
Report, laid dovm the following policj under free trade 
conditions - 

“The settled pohev of the Government of India is that 
no concession should be given to any firms in regard to u* 
dustries in India unless such firms have a rupee capita), u/ilsis 
such firms have a proportion, at anj rate, of Indian Directors, 
and unless such firms allow ficdities for Indian apprentices to 
be trained in their work& ’* 
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47. Tlic ilistinction Id he tlrown on Xhe q^irstinn tinker a pnVicy 
af free trade and that ot protection n okMoui. lu the former we 
the grant of concessum is a fa\our justifjing the Injing down of 
special condition's This \\as done hv the Oo\prumcnt ot India 
Under a policj of piolLCtiou, the light to estnhlisli nn induslnnl 
enterprise hohind the t iriff wall is a concession m itself. There 
IS reallj no distinction bclueen Go\ermnent praiiting suhsuhts or 
hounlics out of moiicj collected hy them h> way of ta'salion and 
allo\\mg an industrj to tax the people dircctlj hy nie.ins of higher 
prices resulting from protectnc duties. In both cases, it is tlio 
people of India who hn\e to paj the jniec eithei as liix-pajirs oi 
as consunieis Industual conccins lieiicfit citliei diiicth fiom 
Qosernment Ruhsulies oi hounlics or imlircctly hj hiKhei prices 
due to protcctiNc duties If the impasitioit of conditions is justifi 
able m the one case, it is equall}' pistifiablc in the other. Our 
conclusion therefore is that cscry company desiring to establish 
an industry after the policy of protection has been adopted m 
India should be suhjocl to the same conditions " Inch ai c i ccommond- 
ed bj our colleagues, vit , that nU such companies Rhould be incot 
porated and registered m India with rupee capital, that there should 
be a reasonable propoition of Indian Ducctors on the Board and 
that reasonable fsciUtios should ho gi\en for the training of Indian 
apprentices 

48. Thcic arc special rca‘>ous why all industrial compaiuos 
should bo incorporated and registered m India with a rupee capital. 
In this connection, we should like to quote Sir Predench Nicholson. 
He sajs — 

“ I beg to irk.ord my strong opinion that in the matter ot 
Indian industries, we are bound to consider Indian interests 
fitstlv, secondly, and thirdly I mean b 3 firstly, that 

the local raw products should be utilized, bj secondly, that 
industries should I e introduced, and b> tbirdlj , that the profit'? 
of such industries should remain in the countrj ” 


Our cciUeagues base stated m p.iragraph 2fid that m their opinion 
“ wliethei the imaicdiatc profit goes to a foreign or an Indian 
capitalist, the mam nnd ultimate end naineU, the enrichment of 
tlie cmin’try vill Vic nltameil-” \V. im> point out tlic Sollacj 
rnitkrlvm- tlu' OTliment The ennehment of tlie countrj ilcpcml^ 
,11 the ttotdi ot Sir Frcaonok Kicllolion, upon tho profits ot the 
infilistrv rniisinins in the eovint.l Nnlionul ^coltl. eon thus Iio 
nicreos'ca in a "hoitcr pcno.1 ot time thon by the t»kms onoj.ot 
imlnstnal profit to toreigu countries. 
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49 It appears to ds that there is some confusion in the treat- 
ment of considerations relating to capital contained in the Report 
Loan capital and ordinary capital are mixed up It is only in 
regard to this latter form of mve<ttment that there can be room for 
difference of opinion and the balance of advantage has to be as 
certamed Our colleagues point out the advantages of a rapid 
development of industries as conducmg to the relief of consumers 
"We are unanimous in thinking that m the interests not only of the 
consumers but of the economic advancement of the country, it is 
essentially necessary that industrialisation should proceed at a 
rapid pace It is because we apprehend jthat the progress will 
be slow that we have demurred to the stringent conditions which 
our colleagues have attached to the policy of protection and the 
quahdcations ivith which they have circumscribed it We will, 
therefore state at onee that we would raise no obsection to foreign 
capital in India obtaining the benefit of the protective policy provid 
ed suitable conditions are laid down to safe guard the essential 
interests of India 

60 We must not be understood subscribing to the reasoning 
adopted by our colleagues in agreeing to the introduction of 
foreign capital in India behind the tariff wall We should like to 
draw attention to the following extract from paragraph 2^*^ of the 
Report — 

‘ Moreover apart from the intrinsic benefits of increased 
supply of capital the foreigner who brings his capital to India 
supplies India with many thuigs of which at her present stage 
she stands greatly in need It is on the whole the foieign 
capitalist who imports into the country the technical knowledge 
and the organisation which are needed to give an impetus to 
mdustnal development It is to him that we must look largely 
at first for the introduction of new industries and for instruc 
tion in the economies of mass production ” 

We regret that our colleagues should have thought fit to depreciate 
the capacity of Indians m the matter of industrial enterprise The 
history ot siicJi uad.as.trial as hsm possible under 

free trade conditions shows that Indians haie freely imported 
technical skill from abroad pending the training of Indian appron 
tices, and ba\e conclusively shown their capaeitj to organise and 
develop large scale industries The lack of capital to which repeat 
ed references have been made is dpe more to the risks involved 



MIKUTR 0» WBSltVr 


205 


m csUblislimg new imlvistrieH under free trade jirmcjptca than to 
actual inadequacy ol capital Hus was, m our opinion, clearly 
proacd b> tlic industrnl actiMties which resulted from the indirect 
protection, afforded b\ war conditions The cnormoua amounts 
which the Government of Indm have been aide to borrow m India 
for State purposes la another proof that adequate capital is niailablo 
m India for investment in sate and sound channels ensuring n 
reasonable return A policy of prottclion will gi\c Ibc necessary 
confidence and we bold the view that reasonably adequate capital 
■will be available under such a policy In support of this Mew we 
may quote from the evidence of Mr Sbakespear of Oawnporo who 
stated that once confidence was created by adopting a policj of pro- 
tection, the difficulty m obtaining c ipital would largely disappear 
It IS because we desire that industrialisation should proceed very 
rapidly that we are prepared to accept the advent of foreign capital 
to accelerate the pace 

51 We will at once proceed to state the conditions which we 
thmk should be laid down m regard to foreign enterprise ■with 
reference to manufacturing industries m India 

(1) Such companies should bo incorporated and registered 

in India in rupee capital 

(2) There should be a reasonable proportion of Indian 

Directors on the Board 

(3) Reasonable facilities should be offered for the training of 

Indian apprentices 

52 As a matter of fact, there is no difference of opinion as 
regards the conditions mentioned The Government of India have 
themselves laid down these conditions under a freo trade policy m 
regard to all companies which get concessions Our colleagues have 
also made recommendations on the same lines if any concessions 
such as bounties and subsidies arc granted There is in our opinion 
no distinction between direct concessions and the right to establish 
I 
1 


upon When a policy of protection is acioptca, it beepmes chscnlml 
that the Government of India diould have m the interests of ibo con 
Burners full information and complete control over industries cstab 
lulled m tta country In Inet.“ it is teisonalj o that .„eu«l Hires, 
ghoula 1)0 laid on tUo Indian ckaraotcr o£ tlio companies liras 
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formcil " The ntc of jnotcctiou Ins to be Oetcrniined how tnco to 
time Mul it nppeats to us c'^scntnl tint in the interest's of the poop e 
of Indm Qoicrntncnt sboulcl hnsc nil the materials neccs^aK to pro 
tcet the interests of the people AVc jna> be pcrmittccl to pomt om 
Ibnt tins condition esn bj no mentis he rc'nrdcd ns onerons India 
1)1.111 uorXijjf» nil thc<=e sesrs under s policy of free trade 
foreigner mas therefore free to establish industnes in India Many 
foreign firms haie mailed themsehes of this privilege and have 
csVftlilvvhcd a InTRc lYiinibcT of manufactunng industries The pro 
portion of companies incorporated elsc'vhere and wort mg in 
is comparntucK Rinall and there can theccfoic be no hwlstwp 
if under a policj <if protection it la laid donn that each company 
winch atatta mnnufaciurc in India sbnU be incorporated an 
ugistorcd in this coimtrT 

'll I hero i!> one aspitt of the qiw.Htioti to which attention inns 
li itrawn If ovir coUiagUcs recommendation is accepted it um 
liL opin to cmu foreign r to establish manufacturing industries m 
India In mrnns of cot»pimc> incorporated in their own conntne' 
and in thou o\\u cuiiuio This danger did not exist under ^ 
poll > of fnc trn \c Imi it is tiomid to matcriaitsc whcji the bpocw 
of pm(«.cti\t lUuics becomes a\ uhblc Me innj have under such 
ciicumatatices cmnpuims ineorpointe<l elsewln-re say m Amcriea m 
dollars m rrnnee in francs m Itnlj in liras in Germany in inatbs 
in Japan in yetis and m CJnnn in dollars etc It will be also J o u 
hie for these companies to obtain their whole capital in their own 
countries and thus earn away the entire profit of rQaiiufaetnnDg 
imbjstries i«stnbIislio(l beltiiid the tariff will The consumer will 
hnvo paid a higher price due to protectue duties and the entire 
manufacturing profit will btivc gone out of the conntrs "We cannot 
ohiioHSlj uiidei'sfand how under such conditions “the mom and 
nltfniate end tf the curiphtnent o£ the eoimtry wfil he attained 
(Parng^^I)h 203) We would acnliiTo to as-sert that India cannot 
possibly be c xpcctcd to adopt a policy which is likely to lead lo such 
a result 

5-1 Sir Frederick Nidiolson’s third condition is that the pro 
fits of Indian mdustrici^ should Tcmam m the country "We arc 
onfi'jWUt'" /oj* Atvp .tyrsftt’J’ ybr jnaLyjj’ jof /iw-d’gir yrjWvijJ Jn- .tli? 
<^c^elQpn\eut of mdustncH, but the safeguards of nicorponboji in 
Indm and rupee capital are essentially necessary to pronde for the 
opportunitv of iniestment of Indian capital and the retention of 
indu§friaJ profits at least to tint extent m this countrv Companies 
incorporated m fortign countries and in the currency of such 
eountrioi « -sold not iiros idc such faciliiioa for ms estment Vfc would 
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M^ccnUj nuilc lUcuhon to tb<* o? inubWe dn«« 

cavjtal lo lodustncs Unlc'?s the compmueH nre incorporated m India 
m rupee cipital tlie opportunity for such micstinejit ivill hardly 
arise It is not roa«ornble to expect th< people of India spccnJly 
the middle classes to tahe the nsk of pxehaiice h% iiucstment in com 
panics incorporated in foiM,;t\ countries in their currenej cacn i£ 
any such imestmcnt is possible We liclicac there avjU be no di£ 
fercncc of opinion on the point that Indian capital should have fuU. 
scope for inicstment iii Indian industries and that foreiffn capital 
should racrelj supplement it to accelerate the pace and to proaidc the 
esrly relief of the burden on the consumer We do not apprehend 
any dansor of the kind indicated in the report nr, that such a 
policy "ivill lead to the formation of pn\ate companies There is in 
our opinion aerj little likelihood of individual firms proaiding the 
nhole capital themsches b} registering prnate companies If how 
c\ci such a contmgencj arises it can oiilj moan thai the profit of 
the enterprise is evpectcd to be t .0 substantial that tho promoters 
desire to keep the whole of it to themscUcs and carry it awaj to their 
own countries If such a danger matciialises anil foreign firms 
resort to such expedients we think that the Goaernment of India 
should bj means of legislation or otherwise take ateps to put a stop 
to it No foreign comitrj s>hould lo allowed to monopolise tho pro 
fits due to the policj of protection m India and at the cost of the 
Indian consumers 


55 The condition about a reasonable proportion of Indian 
Directors is the logical outcome of the polioj laid donm by the 
Goiomment of India and supported bj our colleagueb It is true 
that joint stool companies "ic placed by statute on a democratic 
bsMs and there is an element of racial considiratiou in the question 
aVc may bowoer jioijit out that in actual piacticc the result is 
dvtfcrcut and that the Qoyemmeut of India liasc themseUes con 
sidercd it necessary to impose such a condition ^ 


50 Our third condition is also the v \ i 

the Government of India and accepted 
ruse that circumstances are fa\our 

apprentices and that in the interest's of economic working of tlm 
industries the managing agents ate inclined to train and einjloy 
Indians m pretcrence to more costlj toreisn labour In i|, r 
cumstonces our rcconmimdation ttouUl bo that the On,,,, ,, ,f 
India sliouia take poitcr bj Icsadattoj. to bnns abonl 1 |„ l„ |, <,! 

Inilnii anprciitiees in siioli cases as tl.es niaj m Ibe.r ,|l il,„ con 
Older ncSssarj Ibis IcsisUtion bhouU applj- to „;i f.. uiries m 
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India whether nnder Indian or foreign management If the tendency 
to which a reference is made in the report derelops and the Indian 
apprentices are being trained on economic grounds there will be no 
occasion to exeicise the powers so obtained We have to remember 
that the question applies to all fora^n countries establishing manu 
facturing industries in India and there may be an occasion in the 
interests of the people of India to put into force the provisions of 
such legislation 

57 There is an eeonoroie aspect of the employment of foreign 
i.kiEed labour which needs attention The Tariff Board has been 
asked to take into consideration the cost of production m’ other 
countries and in India and to determine with other relevant factors 
the rate of protection which should be granted to a given industry 
The cost of labour does not form an insignificant factor m the deter 
mmation of the cost of production, and consequently the rate of pro 
tection If foreign skilled labour is employed the rate of protection 
will be higher and the consequence will be a greater loss to the con- 
sumers In many eases it wdl be necessary to employ foreign 
skilled labour at ^e outset and the consumer will have to bear the 
necessary loss But it is essential that such loss should be minimised 
as early as possible The scheme of ttaming Indian apprentices to 
take the place of foreign skilled labour has, tberefore, the double 
advantage of providing further aveimes of employment for trained 
Indians and of minimisiog the loss to the consumer 


0 
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cnArTKU VI. 
TheTaritf Board. 


58 "We ate tmawimous m tUmking tliat the many imrorlanl 
functions vjkicli arc required to be perlormcd nccc<«itate the constj. 
tution ot a Tariff Beard " The Beard must be ©nc which wiU com- 
maud the conadenee o! the couulry, and must be nbo%c Kusjiicion of 
any subservience to particular mtcrcata *’ ^Vhde agreeing with this 
general proposition, wc think it w necessary to bccutc n jiulicml 
decision amongst the conflicting xntcresU and to haNC the consumers 
represented upon it In our view, the Board should consist oE three 
members and the Chsirmaa should be a trsinccl fairer aecupytnff 
the status o! a High Court Judge A Judge o£ a High Court has to 
adjudicate on important and compbeated problems et litigation nnd 
nia impartiality cannot be questioned Wc are unanimous in thinlc 
tug that It la essential that the fact that enquiry is taking placn 
should be widely known, that all possible interests sliould have ev» ry 
opportunity for representing their point ot view, that a formal 
enquiry should be held in public and that the Government Hhould 
publish the results o£ the enquiry promptly * It will ho apparent 
that at an enquiry at which all possible interests have to be 
eximincd and a well balanced decision is to be given, the most 
qualified person to do so would be a man who has been trained 
both by practice m the Courts and by experience on the Bench 
ol a High Court "Wo would therctore tecommend that the 
Chairman o£ the Tariff Board should be on nfficcr possessing these 


qualifications 

59 As regards tho two olhOT incmbrrH wo must exaimne the 
principles adopted by America and Austriillix in constitutins their 
ro«Tiecti\c Boards “ The members ot tbo \Jnli d States Tariff 
« ^ nnuMred to bc for the most port im n ot wulo general 

»» Iilerobors other than tho Chairman ' appear to lio 
attammen 1 diatinguishcd tbomflclN-H in law or 

for «.= most p”‘ rto Act creatmit « TarilT Co,,, 
in politics of America, Section 700 

mission in the ,s bei«by created and eatabbshed to be 
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titlp referred to as the Cojnim^ion) which shill be composed of 

SIX members who shall be appointed by the President anti with 

the educe of the Sennie ** 

We think it is desirable to adopt the same principle for select 
ing the tno other niemhers They should be elected by the non 
official members of the Legislative Assemblj who represent wide 
electorates throughout the country and may well be relied upon to 
choose 

'* men of abiUh of integrity and of impartiahti " 

The principle neommended bj us is similar to tbc one idoptcd bj 
the I'nited States of Ameiici The bc^t uaj of making appoint 
ments “ by and uith the adiice of the Lcgishiture is to aUos\ 
them to cleot 4>uch members We base teeommeuded that the Chair 
man should be a trained lawyer The two other members if onr 
recommendation is adopted will be distinguished men who miy be 
expected while representing the mti rests of the consumers, to bo 
cipablo of taking broad siews in the larger interests of the country 
It appears to us neccssiry that the Tinff Board should be so consti 
tuted ns to gise gcuenl satisfiction to the people of India and should 
be abh to comnnnd for their deciuons tln» general support of the 
conutty The interests of trade, cororaerce and mdnstrj should al®o 
base a \oicc iii the determination of the issues submitted to it We 
do not think lint such mtcrcsts should find representation on the 
Tariff Board The plan most suited to Tndnn conditions is the com 
bmation of the American iml zVustrahan models Onr recommedi- 
tions would thetefme be that 

GO Tlic Board should consivt of three members and two asses 
sors ‘ 

(i) The Chaimnii should be i trained laivyer who has had 
cxpciience for a reasonable time on one of the High 
Courts in India 

(it) The other two members should bo elected by the non 
official numbers of the Indian Legiblaturc , and 
(jji) Two issessors representing trade, commeree and indnstrj 
hi election Iry the leiding Cliambers and 'Mercantile 
Associations in ludii 

The reprcsentiti%cs of the Chambers and 'Mercantile Astocia 
tions islionld ser\c ns assessors and should oulj be called at the discrc 
tion of the Board when in their opinion the presence of such assessors 
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^ be bclpfal to tbe Bonril in the inTPstitjation of nnv partkaUr nuea* 
tioo. 

61. Great stress has been laid on a continuity ol policy. We do 
W)t think that the adoption ot uwr w-heme for the conatUtitton of tlic 
Board rviU in any way militate afjainst it. The Chairman and Iho 
P^anent staCt -vviU secure all the continuity tliat is necessary, 
^ile the-addilional ndvanlnRc of Iho niloplion of onr Bchmc will 
he that it will commoml the confidence of all ahadcs of public opinion, 
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Conclusion. 

62 Wo fmnot \mdM^*and whv ouv collenyiics bavo been 
apologetic ID pi-stiE' mg tbo Oommission’s rocommeiitlation in fa^our 
o£ a policy of protection India has attained fi«5pal fieedom and the 
policy which s unaDimoiisli supported hj the Indmn people must 
iie the polici i\h) h should ho adopted for this country. It is a 
mere coiimKinjilioe to sis that a iicU India is a tower of strength 
to the "Cinpire, nhilc an oeonotnicany weak India is a source of 
weakness In out opinion, India would Imve been of far greater 
help t<t llturlaml dunn*' the war if a policy of protection had been 
adopted at hast <\ gemialion ago and lutonse industrialisation bad 
been ma le nnssibJo It was a shortsighted policy to hare kept a 
countrj inhabited by on*' Qfth of the human race in a state of 
chronic noNorty bv making it almost entirely dependent on agricul- 
ture In iian puhliiiists of eminence, with the full support of Indian 
public opinion haic msiitcntli demanded a dilferout flsenl pobey 
for a long time pibt In the woids of the Report, " the appoint- 
ment of the Indian Fiscal Commission maj be regarded as the 
outcome of a tongtfonfJing ttni} mtittcMl demand of the public in 
India for n ision of the tariff policy ” If thi*! demand hod not 
been re, sted the ia>moir c "row th and well being of the people of 
India voidd base been setnred This would undoubtedly have 
been to her great advantage and would also have been beneficial 
to the Empire India has now attaimd fiscal freedom and we 
earnestly trust that the Government of India, in co operation with 
the Indian T egisUt-are will hasten to give effect to the policy of 
mduSitnalisation winch we reiororoend so that she may grow to her 
full economic statur*- withm a reasonable period of time 

63 We hasp to make those ohsemations in new of the state- 
ment made by our colleagues, vts.. that " ludia for many years io 
co/ne ts likely to conceniraie on the simpler forms of manufactured 
goods and these ate precisely those m which the Ignited Kingdom has 
the smallest interest.” "SVe CArnestly trust that no such limitations 
vill be placed in the path of India’s industrial development. We 
have alieady po’jited out that we disagree with our colleagues 
regarding tl’cir proposals to hedge m the policy of protection. 



iilNorL or UIS 1 BVT 


BU 


hope th'3 has not been done 'with the object of keeping “ Indm to 
concentrate her industries on the mamifncture of fiirapler forms 
of goods ” That would he no teal response to the unanimous mow 
of the Indian peopic on the othci hand it would cause great dis 
appomltnent m the countxj We may point out that although the 
consensus of the Indian mow as etpresged hj the witnesses who 
appeared before us was •'gai^Kl the introduction of foreign capital 
for industrial deiclopmeut in Iiuln we have agreed to recommend it 
on the terms raentmued lor the reasons advanced m the Report 
VIZ , 

‘ If therefore in idditiou to hei own capital she is able 
to attract capital from \hvoad Ucv development will he acceler 
ated • • • I’loteetioii entails a sacrifice on the parti 
of the consumer Our object should be to rmltc tint saciifieo 
as shoit as possible The sicrihcc n complete when the new 
mdu^tnes haie fidlv developed Therefore it is of the first 
irapo'*tance that the dcvelipintnt of new indiisines should pto 
ceed as rapidlj as possible The more capital is employed in 
the development of industries, the more rapid will that 
development be and, therefore the shorter will be the period of 
the burden on the consumers 

Indian opinion is unanimous and insistent on the subject and desiiea 
an mtense effort at indust ivhzation The Indian people ei. 
pcct by means of j rotcetKn and whole hearted co operation of tho 
State to roach a command ng position m the industiial woild witl in 
a rcasouahly sbo t pciiod of uiio They will not bo satisfied bj a 
policy which iH lihcly to mal c theni concentrate their cftoits for 
many years to come on the imnutacture of simpler forms of goods 
A policy which is likely to lead to this result will not appcvl to the 
people of India and the Commission would have been constituted to 
little purpose if the result of its labour is not bkely to be more 
fruitful 


64 The economic problem of India must at least now be 
examined in a einrit of broadminded statesmanship India in 
habited bv a fifth of the human rate can be of tremendous value, 
economic and political, both to herself and to the Trapirc i£ dev clop, 
ment proceeds on lines best suite 1 to her own conditions If m the 
nrocess of her attaining her fuU stature there is any risk to the 
mmcdnte interests of the British manufacturen, that risk must 
be faced IVc think that the risk w remote, not because India is 
bkely to concenttaU “ ou the simpler form of manufacture " but 
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Conclusion 

62 \7o cnnnot ^^hv our collcaj;ucs have been 

apologetic m jnstiC mg the Cmiimsion s recommend ttion m f wour 
of a policj of protection India hii 'ittiined fiscal fiecdom and the 
policy which s nmnimouslj supported b\ the Indnn people must 
l>e the polIc^ uhi 1 should he ^dopted for this country It is a 
mere comm npliee < sia tl nt n ucli India is a tower of strength 
to the Empire while an eeonomicany weak India is a source of 
weakness In oiu opinion India uontd liase been of far greater 
hflp to Tn^land diirin ' the uar if ft policj of protection had been 
adopted at Inst a ^ neration ago and intense industrialisation Ind 
bicn male nossible It ms a shortsighted pohej to have I ept a 
countrj inhabited by on" fifth of the human race in a state of 
chronic nosert} bv making it almost entirely dependent on agricul 
ture Indian publicists of eminence with the full support of Indian 
public opinion ha\c insistent^ demanded a different fiscal policy 
for ft long time past In the woids of the Keport “ the appoint 
ment of the Indian Fiscal Commission ma% le regarded as the 
outcome of a longstanding and insistent demand of the public in 
India for a revision of the tinff i olicj " If this demand had not 
been re-, sted the vconom c growth and well being of the people of 
India A ould laie been scenred This AVould undoubtedly have 
been to her great advantage and nould also haae been beneficial 
to the Empire India has jioav attained fiscal freedom and we 
earnestly trust that the Government of India in co operation with 
the Indian LegisUt ire will hasten to give effect to the policy of 
industrialisation which we recommend so that she may grow to hc’* 
full economic stature within a reasonable period of time 

63 IFe haAe to make these obscraations in view of the state 
ment made by our colleagues viz, that “ India for many sjears to 
CO ne IS hkehj to concentrate on the simpler forms of manufactured 
goods and tliese are preeiselj those m Avhich the United Kingdom has 
the smallest interest ’ I\e earnestU trust that no such limitations 
will be placed in the path of India s industrial development e 
hnAp alteadv po iited out that we disagree with our colleagues 
regarding tlieir proposals to hedge in the policj of protection 
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APPENDIX aOMlNUlLOl DlfeSlNT 

Proftssnr llamillou pomt'> mil that Kfoic the copnng ol the 
Fortugucbt. mto ludn, thict, v-cll iccogiiLsed loulcs, two by sea and 
ouc by laud -were mapped out bj Indian traders for cairyuig mi 
their export trade The first was by sei to the Arabian coast at 
Aden, and thence to Cairo and Alexandria , the second vras by sea to 
the Persian Gulf and thence by land to AUeppo and on to tho 
beiautinc porta , the third lay oxerland by Kandahar to the cities 
f'f Persia and Turkey A flourishing tr'idc was earned on through 
the agency of the Indian mercanulc marine with Greece, Rome and 
Venice m the earlier periods and with Holland and Lugland later on 


Ml 1 ayloi m hia Ilistoiy ot India lius this >Ujking passage 

Ihc irrival in the poit ut Loudon ol Indian produce lu 
Indian bmlt ships created a sensation among the monopoUsta 
which could not be exceeded it a hi^tdo fleet had appeared on 
the Xhamea The ship buildcib of the poit of London took the 
lead in raismg the cry of alaiin fihey declaied that their 
husinesa was m dauber and that the families of all the ship 
Wrights in Englind weic cerlam to be leductd to btaiiation ’ 


PiwfcMior Joduuath biicai cuuoieratcs a long list of manufac 
turi-d urtKlcs Cor which In Uu ww* fiiuous The Moghul Lwperoi'a 
tm.inuu^ I this, pioduotiou bj tho e,iaut oi subbidiw, etc Dacca 
mushu 13 partieidarly referxed to by all writers 


Lecky says “ The woollen and silk manofactarera (of England) 
wtic faciioubly 'ilnriiu.d I fais K 1 to the p ibsiug of the Acts of Parlu 
rueut m 1700 and 1721 absolutely prohibiting, with a ^ery few 
spccihid exceptions., the eniplojuieut of piiuKd or djcil c^hcocs m 
Lnghmd vithci lu drcvs oi m funiituic md the use of printed or 
d)cd goods of which cotton foiuKtl aiij pait 
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Ml iiomesh Chamlra Dutt sijs 

“ A deliberate endeavour was now made to use the political 
power obtained by the East India Company to discourage the 
niamifac.tii"ors in India In their letter to Bengal dated 17th 
Alareh 1709 the Compain dewicd that the manufacture of raw 
silk should be encouraged in Bengal and that the manufactiuc 
of silk lali’jcs should be discouraged They also lecommcnded 
that the silk nmders should be forced to work m the Company ’s 
factories and prohibited from working m their own homes " 


'Ihe Indnn point of Mcvr was clearly stated by ITilson in tbeso 
tcims 

Had Indii been iiidcpcndcnt she would Invc rcfaluted 
would Jiivc imposed piohibitivc duties upon the British goods 
and would thus liaie picsencd her own productive industry 
fiom niuilnlation Tins act of self defence was not per 
mittod her 'she was it the mercy of the stianger Biiti&h 
oOodb were foiccd upon hci without paying an> dulj and tho 
foiCign m iiufactiiui cmplojcd the aim of poblital injustice 
to Ln p do vu uud ultim dclj sU ni^lc the compctitoi with whom 
he could nut have contcntlcd on ctjual terms 
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APPENDIX A 

List oJ questions for witnesses giving written evidence for the 
Indian Fiscal Commission 


ExPLlVATOny NOTt 

The folloTving quoatiom have been frimcd with a mcw to 
iiulieitiiig the rmm 'ispocte of the enquiry to be undertiVen by the 
Fi^scil Conirnission s© fir ii the President and tho<»e ^lembor* o‘ 
the CommisMon whom he bis twen able to <onsnlt cm it present 
judge of them Sections A md B ire intended to coier the geneiil 
piobUms which uiU arise for coi»<.iderition in deteiminiiiR the futiiio 
direction of fiscal policy and m deciding whether India should idopt 
a policy tf Tinpernl Pr^^rence The lemiimiv sections contiin 
questions designed to elicit not onlj the opinions hut the definite ex 
pencnce of tho*c engiged in the larious branches of industry and 
commerce In the case of answers to these questions the Comm ssio i 
niU mturallj attach spcciil importance to conelnsions resting on i 
cohd founilition of facts and figures 


2 It 13 not intended tint those who ire engiged m indnstri md 
comTneuc should confine theniseUes to the sjecial sections dealing 
with their particular business On. the contrary there are many 
questions in Soetious V md B which requiie for their adequate 
consideration an intimate icquaintauce with business condition^ and 
it IS hoped that those who hare such special knowledge will give the 
Comrai'ssion the benefit of then gen ril \lc^\ on the important and 
difficult problems that arise 


3 As explained above, the questions are de«igncd to cover the 
whole field of the enqiurj, so far as it can be outlined at this stage 
It IS not therefore expected that each witne« should attempt to 
unsifer all the laest.oas If a to e,« ht. •vica. on 

an, non.l, rail-, ant W tin- onqui., nliiol. lia,. not been tncludod m 
11,0 qnosticmnalro. it avonW '»= comemont tint -ntcli pomU Bbonll U 
aealt with m a suprlcmcntarj otatemenf 
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4. The Commission ia inviting cither directly or through Local 
Governments various as'soeiitions and indhiduals to forward in 
writing their icplios to the qiiestioniiaiie The Commission will also 
be glad to receive replies from any associations or individuals not 
so invited who may wish to represent their ^iews Copies of the 
questionnaire enn be obtained from the Secretary, Indian Piseal 
Commi‘!8ion Simla on application 
5 The Commission assembles in the first half of November and the 
early receipt of written replies to the <iiiestions would greatly faeili* 
tate its work After perusal of the replies the Commission will 
select certain witnesses for oral examination To give adequate hme 
for this, it 18 requested that replies may be despatched so as to arrive 
at least three weeks before the date on which the witness is likely 
to be examined The provisional programme of the tour of the Com- 
mission indicating the approximate dates on vvhicli oral evidence will 
be taken at each centre is as follows •— 


AjsctnWc 'nninbaj 
Bombay at thii time. 

eailyin Novcmlcr 

1021 iNo evidence will be taKen nt 

Depart 

Bombay 

2lth Novcmbei. 

Arnre 

Kanclii ... 

26th NoTcmbei 

Depart .. 


2nd pceember 

Arrive 

bahore ... 

ltd December 

Depart 

„ 

oth Deeembcr 

Anirc 

ni>iiu 

irth December') Delhi evidence will be 
t talvcn at tliia time 

Depart 


15th December} and not in Xfarch 

Arrive ,, 

Cavmpore 

ICth December. 

Depart 


21el December. 

ncas9cmlle 

Calcutta ... 

6th January 1022 

Depart 

» 

20lh .laniiarr 

Arrne ... 

I’.arsoon 

2Sid Januaty 

Depart .. 


27th Januan . 

Arn\e ... 

Madna ... 

30th Jaainry. 

Dppart ... 


7th Februaiy. 

Dea^HBible ... 

Itoiublj 

-0th Febmara . 

Depart . 


fth Varch 

Arrive 

DcU.i 

8th March 
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QUESTIONS rOE WITNESSES. 


A — Qjarciui* 

Tte existing Indian import tariff la tascd primarily on revenue 
considerations But it has been modified with n view to admitting 
free or at the favourable rale of 2i per cent articles the cheap 
import of which uns cotisidoied dcsii iWc ni the interests of the 
country Thus certain raw materials, manures agricultural imple 
ments, dairy appliances and cotton jam are admitted free 
jrachmery, iron and steel and railway plant and rolling stock pay 
only 2^ per cent od valorew The general rate, under which como 
the bulk of iniporta is 11 per cent ad volorcm, while certain articles 
such as motor ears, icwellery and silk goods have been specially 
subjected from revenue considerations to a duty of 20 per cent 
Sngir IS charged at a special rate of 15 per cent and high duties 
are imposed for resenue puiposcs on tobacco and liquors An excise 
dut\ at the rate of 31 per cent is levied on all woven cotton goods 
manufactured in power mills in BiitiMi India 
Export duties imposed for revenue purposes are at present levied 
on raw and manufactured jute rice and tea In 1919 an export 
duty was also imposed on raw hide* and skms with a rebate of 
of tlie duty on bides and skms expoited to any part of the Empire 
The object of the duty was partly to foster the Indan tannin^j 
lndu^trJ and paitlj to m imtani n I ev industij within the Empire 


1 Bo jou generollj favour a policy ot free ti idc or protection t 

If the former have yon any objection to 
A lUTeoMe Tar ff imjositiou of customs duties for the 

puipo^e of obtaining revenue t 

2 Bo jou consider that a tariff provides a more or a less suitable 
form of taxation for India than direct taxation f If fresh taxation 
were necessary would j on prefer nn increase m customs to an mere ise 
in direct taxation 1 

3 It you accept the principle of imposing a tariff for resenue 
purpose muU J 0>1 suggest nuj cliaiige m the list of evUcIc. tnseil 
or lu the rate of taxation t 

4 Do ton coiisiiler tint the tantt slioiiW enntiime to he based on 
cxi-ting in.nc.plee ! If so please .a, dam tone Mctn a, to tho 
ad'antages ot this poliej 
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' 5 What effect do you oonsider the cxistmg tariff policy has had 
on Inaiin industries m the past and what effects on Indian industries 
would you anticipate from a continuance of this pobey in the future f 

6 When a duty is imposed on* an article imported from abroad 
do you approve iii theory or in practice of imposing an excise duty 
on the same article manufactured in India f 

7 If you f our the imposition of excise duties is it on the ground 
that no protection of any kind should be afforded to the home 
manufacturer as against the foreign manufacturer T 

8 Can such duties le impose<l without raising the price to tlio 
consumer 1 


9 Do you consider that the tariff should be framed pnraanlj with 

. _ , , „ ^ the object of fostering Indian industries f 

A Protoctire Tanff Ti? _i i a ^ 

If so please explain the advantages 

anticipated 


10 Do jou look forward to India becoming in time independent 
of other countries m regaid to all her requirements of manufactured 
goods or do you consider that there are certain manufactured goods 
for which she is alwajs likelj to be dependent on other countries t 
If you hold the latter view can jou furnish a list of articles for which 
India will have to depend on other countries t 

11 'Would voii foi the puipooc of developing Indian industries 
favour the imiositioii of protective duties on all imported manu 
facturc«s or onlj on some ^ 

12 If JOU favoui the protection of some iiidustiies only which 
would JOU seltct for protection and on what principles ? 

13 Do JOU consider it desirable to establish new industries by 
protection * If so on what principles would j ou select them 1 

14 "W^Quld JOU confine protection to mdustnes which are likelj 
after a period to be able to face foreign competition without such 
assistance or would vou contemplate the establishment of industries 
which would be likely to require continuous assistance f 

15 'Wonld you grant special protection against foreign goods 
favoured by such measures as dumping bounties subsidies or trans 
uort concessions t If so whit means would j ou suggest for ascertain 
mg the exact facts and what measures would you advocate to afford 
the necessary protection 1 
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16 What IS 5 our atUtuik toxcntds limd judustncs nud iii particular 
towards live cotton bandloom wdustry 1 Do you wisli tlicm to bo 
maintained or not 1 

17 1 % Iberc any danger in India.o£ protection leading to conibina 
tvon among the protected manuiacturcra iti order to maintain a quasi* 
monopoly price 1 I£ so, what sateguards would, you suggest to 
counteract the effect o! such a comhinatmn I 

18 Do you think that, if a protective policy is adopted, it is likely 
that British or foreign industrial firms mil endeavour to establish 
themselves in India in order to get the benefit of the protective tariff t 
If so, what would be your attitude towaids such a movement J 

19 In countries under a protective h>stcm it sometimes happens 
that producera of raw material ask for protection, while manu 
facturerb who use the raw material oppose them w ishing to get their 
raw material as cheaply as possible In the same way a demand of 
the spinning industry foi protectiou is sometimes opposed by tho 
weaving industry whose interest Ucs m cheap yarn Do you thmk 
that conflicts of interest of tins nature would be likely to arise in 
India and that lE they did arise iherc would he any difficulty m 
adjusting them ^ 

20 ‘When an import duty is imposed do you consider that ordinarily 

t«,rtolE<olnlio»onpn«. ">» “ “Y PMt o£ « IS passed on to 

and ga the coMuaios the cousuiiier IQ a rise of price ? 

21 If a protective duty causes a rise m price, is that rise likely to 
be permanent or not 1 

22 ^Yould you he willing to accept au meieasc m price to the 
Indian consumer for the sake of developing Indian industries ? 

23 In considering the above question would you have regard to 
the poult whether the protected article was a necessary of life 1 If 
BO, what articles would you class os neeesBanes 1 

2-1 If >ou hold that an increase in tho tariff rates would tend to 
increase the cost of living m India do you think the increased cost 
•^old be covered wholly or m part by a rise m wages or salary 
for ' — 

(o) tho industml -KOge 

(b) tho ngncultatal -wage earner, 

(c) the uuiWlo ehisscs 
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25 Wbat effect do jou con&idei a policy ot piotcction •would have 
Lffoot of Protection on 0“ 111® foiu^u trade of India and on the 

loreign Trade general commercial position and prospects of 

the country 1 

26 Do j ou consider that the existence of a tariff which could be 


Use of Tariff for bargasning 
India T 


used as an instrument for bargaining with 
other countries would be advantageous to 


27 If so, would jou recommend the adoption of general and special 
tariffs, the special being applied to countries from which India 
reccncs fa\ curable treatment t 


28 If the tariff is to be used lu this way, would it he ncceSbary to 
make it more detailed than it is at present i 

29 If a policy of protection were adopted would jou iccommend 

hr ,nrcA ot^iwanint oigmization for 

Citing tbo oUima of indo« imostigating the claims of varii^ts industries 
to protection from time to time and for the 
periodical readjustment of tariff rates t 

30 What 13 your view of the proper function of export duties 1 

, , , Do JOU think that they should be imposed 

Lsport dutie* . * .t. . ■, 

only for the purpose of laising rc\cnue or do 

JOU think that they may be utiliseil for other purposes also J 

31 What do you consider generally is the effect of cxpoi t duties on 
the export trade T Can they in certain circumstances bo imposed 
without injury to the trade 1 If so, in the caec of what trades in 
India could this be done, and to what extent T 

32 Would you consider it adsisable to impose an cxpoi t dutj on a 
raw material in order to encourage its retention in India either for 
purposes of manufacture or for any other puipose 1 If bo, please 
examine instances in which you would recommend Buch action and 
consider whether it would have any effect on the producers of the 
raw material and the amount they ■would produce 

33 Do you consider that il "would he of advantage to India to 
impose an export duty on foodstuffs with a view to controlling their 
export and thereby lowering Indian prices and the cost of Imng t 
What effect do j ou consider such action would bo likely to have on 
the agricultural interests and on the quantity of foodstuffs produced 
jn 
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S4 Would you consider U advisable to «o}>os>e an export duty on 
^ Taw malenai in tolaliatiou lor an import dui> impo^cii by a. lotcign 
■iountry on the manulacturcd article ! 1£ fin, please examine ea^ft 
in which you would xeconuneiid such action 

B — ^iMpraui. PhteERCNcu 

At pteseut reduced duties arc IcMcd by Ciitioda, Australia, South 
^nca Md New Zealand on a number of articles imported from tho 
mti'd Kuigdow. la Canada Aufiltalu ami '^cw Zealand the pre 
Terential duties are Usually about » ot the full didi , though the fraction 
vanes mnarferaWy botji above and below tliiv fisuie Tbo South 
rican pre ereuco is a email one and w usually otilv a rebate o£ 
per cent ad valorem 

Ituisdom has recently csHM..bcd prdcicntml rates 
ininort iliitie 1 ° Empire on ncarlj oil orlidcs on which 

me IS as a rule iithcr^ or * of the full rue 
A number of the smaUor colonies grant picfercntial rates fo tl.n 
(Jmtftd. K-vu^dotn, and there are aV»o \aTioni» 'igrpciaftH.. ^ 

dtttctent part*- of the Empire for mutunl piticrcjico vt'itCB 

Hio countries •which at pccKutlcvy aiowti rate oi duty ©n 
goods jinported from India as compiled wi'h the genuroi 
on impurts from foreign countries are tin tJmttd 
end New Zealand ^ “• Canado 

Ibe articles o£ interest to Indm on -which bueh Wiyci 
IcMcd tn tha tioited Kingdom arc tea coffee and i Uat-ui 
all charged. § of tbc fuU rate In the case of Can i la tUo only 
impottfi of any account arc tea jute cloth and 1 ian 1 id h 
no duty on raw hides ot jute eloib On Indian tsa tho 1 a. j, 
pel Tb aa agaittat the rate ot \0 cents on tea impoited iiom , ,„,i 
ouUide the Bmpite New Zealand imports from India „ 
quantity of tea which pays 3d per ib as uguuisl tbe rate 
charged on tea imported &oin outside Ibo 1 mpirc, and a 
ouantity of candlee which ate charged Hd. per lb instead of 2\d 
Other imports from India into New Zealand are for the most part 
either free or receive no Bpcwal treatment. 

Arc ion on general grounds favourable to the idea oi Iinpe>ii} 
Pre e««« 1 H so do yo» thwA tut Ind.s would be jurtfrf., 
SfflS 4 appteasMe economc loss for tbo sake ofibpru; 
Trefcrence f 
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3G 'Would you diftercntiate between the policy to bo adopted to 
uards the United Kingdom and towards other parts of the Empire t 

37 Do YOU anticipate any material loss or gam to India from a 
system of Imperial Preference t In particular, do you apprehend 
any Iihtlihood of retaliation by foreign eountries against India f 

38 If 5 oil are in favour of preference can >ou gne a list of 
articles imported into India and exported from India to which the 
policY of preference might be applied f What would a on consider 
a reasonable I'vcragc rate of preference < 

39 What principles would you apply in selecting articles to which 
piefcrence might be given on impoit into India f Would you give 
prefeicnce in the case of goods which India hopes m time to maim 
facture mainly or cntiicly for herself or only in tho case of goods 
foi 1 Inch India is likely to haac to depend on other countries f 

40 If proferei co vere gi\en by raising the impoit duties on goods 
comug fiom foicign countries the existing rates being mamtamed 
for British goods do jou anticipate that this would raise the price 
to the consumoi or not t 

41 Do you think that a system of Imperial Preference is likely 
to incica«c or diminish the total volume of Indian imports or exports 
or to alter apprecnblj the proportion between them and thus affect 
tho balm cc of trade 1 

42 Do 3 oil consider that the partial or complete diversion of trade 
from forcioii countries uhieh might result from Imperial Preference 
would ha\e any effect on India's gencial trade position ? 

C — ^SIanptactures 

43 Ai 0 3 ou interested in any industry and if so in what capacity f 

44 Do jou consider that there arc natural advantages for the 
industry in India ? If so please enumerate them 

45 Do 30 U consider that the industry is essential to the national 
Ecciirity or of substantial importance to the economic prosperity of 
India t 

4Si xs. th/i hMa of- fiv^/WJZHtUfXL and. eojii pment of tho industry 

in India as compared with that m other countries ? 

47 On what markets does the industry depend for the sale of its 
output t 

48 "What foreign competition (including for this purpose coropc 
tition from the United Kingdom or other parts of tho Empire) does 
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tlie industry hare to meet— 

(o) m the Indian market 
(b) eleewhctc 1 

Does this competition extend to all or only to particular clas’cs 
o£ goods and docs it %arv nilh diftcicnt clashes o£ goods 1 


40 Apart fiom questions of orvaiiization and equipment are tlicic 
anj special circumstances natnial oi aitificial nhich give the cOm 
pcling country an ad\ antage 1 

50 Do you think that the industry needs protection ? If so what 
rate of dnta do vou consider it is necessaiy to impose 1 Please gii e 
in detail the facts and figuics on winch you base >our conclusions, 

51 Do yon think it likely that if protection is granted the industry 
will c\en*nalli reach a level of development which would enable it to 
face foreign competition without the aid ot protection or lo vou 
think the industry will always lemain to a gicatcr or less degree m 
need of protection 1 

52 Docs the industry ever suffer fiom dumping ? If j,o do jou 
wish to suggest any remedy I 

63 Is competition from other countucs accentuated b> depiesscd 
exchanges in those countries t 

54 If so IS this pi cnoinenon likel> to be tempoiarj ? 

55 Do >ou consider that any remedy is lequircd « If so wl at 
would you suggest ? 


oC lias the mdustr> leccncd anj benefit from the successive 
euhniccments of the tariff beginning ai 1916 ? (. n vou dcsciibe 
the effects so fai as >ct apparent t 

*i7 Do 3 on think the industry has suffered in an 3 wa 5 from export 
ilnlies > It so 1 h ISP nvc in detail the facts and figures from wh ch 
this conclusion is drawn 

58 Is the finished product of the mdustr 3 used as the raw material 
for ail} other industrv 1 U so to what extent I 

59 Docs the industr 3 use as its row material the finished product 
of any other industry which is estahbshcd or is hkcl 3 to be 
established in India T 

CO ■V.ould vou prefer a svMcm under which all Industrie* would 
rpceivc a more or less uniform protection or one under winch indu 
tries receive vnr 3 ing amounts of protection in accordance with t)i ir 
needs 1 
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D — Expobt Tbade 

—These questions are mtended not only for actual exporters, bnt 
also for those who prodnca for export 

61 Whit articles do jou export and to what countries f 

62 Are \ou interested in aiiv of the irticles on irhich export duties 
are levied T If so what do von consider has been the effect of these 
duties ? 

63 Do you recommend the mereise, reduction or abolition cf my 
of the existing export duties f 

64 Is the Indian export trade in my wav hampered by high 
import duties imposed in certain eoimtnes ? Jf so do you consider 
any action feasible or desirable t 

65 Do you think the export of any articles in which you deal 
would be etimuhted bj a preferential rate granted bj the United 
Kingdom or any of the Dominions or Colonics f If so what would 
you consider the minimum rate of preference for each article nnich 
would excicise an appreciable effect f 

fG Do sou consider that •the lowei duties at present leued on 
certain imports fiom India luto the United Kingdom or Cmada or 
Nov Z<*dand as compared with the general dutj levied on imports 
from countries outside the Empue have had or are likely to ha\e 
anj beneficial offtets on the Indian trade in those articles f 

67 Do }ou think tint any foreign country whose trade might suffer 
by a fijstem of Imperial Preference would be able, without injury 
to itself or would be Iiteh cicii it the cost of injury to itself, to 
jenalise the Imlim export trade to that countrj f If so, what ate 
the Indnn exports tint might suffer 7 

68 If owing to a system of Imperial Preference the imports from 
certain foieign countries diminished do you consider that this would 
tend to line anj effect on the lolume of Indian exports to those 
countries f 

GO If CO would there be an altcmatne outlet for these exports 
witlioii* economic disndvmlige mthin the Ihitish Empire or in other 
foreign countries f 

K — IirPOFT Trvde 

70 U h It articles do ion import md from vhat countries f 

VJ Ilnve yon ohsencl any tfftcts on vour trade in particular 
ftii frs fnuti Ilin J(ar 1*116 up to dite, whicli can he ascnhed w 
I itt or In wlif lo to the changes in the ratra of import duty 1 
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72 Do you cousidor thnt an opprocmlslo mcrcnsc m the prevnt 
tanft rates vrouH ‘'Cviouvl^ ilnuini'.li the sotume ot impoila 1 ('an 
^ovl gue inst-xiicis of nm important coiiimoiUticH m ulin-h Mich a 
resuU IS lihelj to occiu ? 

7S ^Yhnt \\ouW ^oll cvpccl to he the clTrct on the import fiinlo 
o£ a preference gnen to Bnlish goo<l« — 

(a) if the preference were b> TOftmtammg the exmtin ’ i ate 

for foreign goods mid reducing it for British goods , 

(b) if the preference weic gnen by mamtnmuig the osisting 

rote foi P.i itisK goods and culnucmg \l for forcjcn noovU , 
and 

(c) if the preference were gi\cn bj a combination of (n) and 

(.b), tc, nising the late for foreign goode and ri during 
It for British goods t 

74 If Imperial Preference were introduced noidd jou recommend 
that the Rime preference on the «sme good* should he grante I to all 
constituent parts ot the rmpire or would jon treat each psit of tlio 
Prapire sepantelj tslaug into account the ipicstion of what rcupi i 
cal benefits India would rceei\e t 

T') Do JOU thmh at Ukels that \ ssstem of Imperial Piefcicuce 
wowlu dunimsh oi increase the total impoit ot anj class of goods 
01 would It nicrelj tend to alter the proportion in which that total 
19 derived from torcigu and British counlnes f 

76 ^Vould ai > uudesirablc results lollow tiom iluertmg tie 
source of Indian iiupoits fiom foreign to British comitrieR 1 

77 If you ai«- fi>ouial)h to Impend Picfeicncc 1i> wliat mtid s 
would JOU be picparcd to estciul n prctciciicc if imported from the 
Empire or partmiiUr puts of the rmpuc uud what would jou su-? 
^cst as the amount of that picfcrcncc t 

78 Do JOU appioM of the sj-sicm of ad xaloron customs dulic-, 
or avould JOU prctcT that the Autj should ho specihe le a ll'sovi 
diarpc for a gneu weight oi mcasuio t If jou prefer the latter 
sjstem, what arc jour sicw** on the necessity of readjusting the 
duties from time to armu 1 

r— B etuu Tb\de 


79 lYhat are the principal imported goods m which jou deal t 
fit) To wl.nl Ktrat cim filnngfs m U>c rfilml Priro, ot ..nporlnd 
Roo.l. from ItlG onwnnU be aUnbnted In tbc inercnsc, ra ll.e .mport 
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APPENDIX n. 

Value (in lalcha of rupees) of Imports, Private Morchan* 
dise, according to four main classes and pub* 
divisions thereof. 
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Value (in laUlis of rupeoa) of Hxports, I*rxvato Horolian* 
dise> according to four main classes and Bitb> 
divisions thereof. 
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pared V ith nd va/arem Ditties if the valuation is 
taken as tfte average of the prjces of the three 
preceding’ years. 
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Ad ioloren dutses, defiflifloa of, 
SOB oat /avowed in moat 
idvancoil cennlTjcs, 2(56 , d«e 
-id\ outages of, 267 8, navnnta^e 
oua from jiomt of view of OovpTa 
nient xovenne, 270 , Indian tanff 
based fo? most part on, 273 
Agticnltute, evideneo lepTeaentatiro 
os, lU , staptrttanoe ol, 2’6, , 

popnlatibn omplo 76 'i in, 26, 47, 
61 , piadttotion of Indian, 27 8 , 
oxeeisivQ dependeneo on, 42 , 
capital employed m, 44 } iodireet 
Tjcncdts to, fionv induetnal dove 
lopinent, 47 & , improvecnetit of 
IS real romedv lot tammee 48 , 
industnal dovolopmcnt not a 
danger to, 61 protection of, 59, 
113 j «‘no"t ol industtisl ptotec 
tion on, 80 , effect on, ol attifieial 
depression ol price of toed grralne, 
201 2, 213 
ABitnema, 157 

Apprentices technical traiBing ol 
Indian, by Industrial concerne 
in. India, 123, 290 1 by loteign 
firms 121 , by companies enjoy 
ing aovornment concessions, 292 
Australia, tariff ICBlalallon In, 139, 
Hd , osporfs of tea to, 187, 
fmports of rvbcat from, 259 , 
importal prol^rcneo lu, 217, 219, 
22i , prclctcnto on tea In, vtould 
1)0 ndi antageons, 235 , TftrllT 

JJoard in, 30T 0 

Of tradf, see ' yoxciSa 

trAde ' 


HflRiUTO, trade witb, 89, 2t6 
Boiintles, to nerf IndoslTlcs, 162 , 
to Indostrles csscnti%\ lot national 
lefrnce or of special njHifxxy 


value, 107 , to basic iuduatries, 
103 , ^fo< mantifactBro ol jnaebin 
cry, 109 , to perOy mnnnfactnied 
goods, 3l5 

Uurtna, tico traOo, 1.8S, 211. 
CANADA, anil damping legislation 
io, 187 9 , itoponal ptelcrcnco in, 
214, 2J9, 204 6 ; prolorenco 

gcauted by, to Indian loa, 235 , 
preference on uiotor ears would 
)>o advasiageona to, 205 
Oaprtal iudustnal development will 
attract foreign, 2, 44, 289, S93 4 , 
di^cuity of finding tii<yau, 
dccrcoaing 34 , rcsourcce vriU be 
unproved by Industrial develop 
mcui, 43 4 , industrial develop 
mcni not likely to ditniaish ngri 
Cultural, 44 sLyncss of, 71, 74, 
91 293 , use of foreign, regarded 
witb suspicion, 289, 200, 294 ; 
economic ndvantagCB of using 
forugn, 289 298 4 , restnctlone 
on foreign, 291 2 , lupoo 201 2 
Cattle elaugbter, 162 
Cement, nllcBod dumping of, 137 
<As8cb, on Imported sngar, 90 , on 
cTporfs of tea and lac, 184 , on 
export of manures, 195 
Cejlon, export duty on tfft In, 387 
rice consumers in, 211 ; rceelvcs 
peefereueo on tea, 255 
CjgnreUcs, preferenee on, 257 
t-eal, industry, 36 1 , resources, S3 j 
proteetlon of, not TteorooteRied, 
114 , Import duty on, IH 
Coffee, J reference on, 23i, 2sn 
Cowbinition' of Diaanfartorerf. 6s 
e«, iOd ' 

Cenfereece, rarJs reoaonJe, jyr 
220, 258 1 Colnnisl, IpOS Jjl5 
^lonial 190T, 2 ) 7 , 7<trperiif 
V,®r, 191T, 221 


3 ff 
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Conflicts of interest, 90, lOS, 113, 

ns 

Consumption taxes, 143 4 

Copper, 107 

Copra, import duty on, 113 

Cotton, production nnd export of, 
27 29, 38 , export duty on, 17, 
186 , exports to Japan of, 186 

Cotton duties, ibolition of, 16, 
1S3 1C2 , reimnosition of, 18, 
ICJ 5 

Cotton vntW industry, 36, l\f, 1S3, 
153 170, 311 

Colton piecesools, import duty on, 
15 G, 18, 30 2 153, 1612, 164 S, 
1C7 , excise dutj on 18 20 2, 
25, 144, 146, 1 > 2 , 165 171 , iraporta 
of, 38, 246, 311 , competition 
betweeu Indnn, Lancashire and 
Japanese, 240, 3ll 

Cotton yarn mu ort dutv on, 13 0, 
18, S3 110, 171 , excise duty on, 
18, 110, 164 > , imports from 
•Tapan of, 240 

Customs duties, in tho Moghal 
Fmpire, 13 , enhanced after the 
mutiny, IS , abolished in 18S2, 
If, 102 , rennposed in 1894, 18, 
163 , recent enhancemoots in, 
20 2 , clnracttr of present, 33 
as n source of reyenue, 2, 35, 
76 7, 04 5 , difToreutial, on goods 
imported in foreign ships, 14 , 
preferential, on IBntish goods, J4, 
247 2o3 , on goods belonging to 
Government, 285 8 , on cotton 
pieccgoods, IjC, 18, 20 2, 153, 
ICl 2 , 164 5, It 7 , on cotton yarn, 
15 6, 18, 22, 110, 171 , on'iton 
and steel, is 20 22, 238 , on 

kerosene, 16, _2, 144 , on liquors, 
19 23 , on luxuries, 15, 21 2, 120 , 


‘ Tariff xaluxtions ’ 
DISCRIMINATION, protection to 
bo fippliol uilli, 55, CD, 89, 82, 84, 
87, 93, 29" ; tho principle of, 84 j 
wtU restrict rise of prices, 89 , 


■will curtail period of burden, G6 ) 
will serio best interests of iDdus 
tries, 91 , will cause minimum 
disturbance to balance of trade, 
0» 

Diymion of labour, principle of 
internitioml, f2, Cf 
Ditmpiug, fear of, 133 , definition 
of, 134 , causes of, 135 , effects 
of, 136 , difficulty of proving 
existence of, 137 , legislation 
against, m other countries, 137 0 , 
suggested legislation against, in 
India, 139 

Dyes, imports from Gerirany of, 
240, 218 9 , prefercnco on, 24S 
259 

EPUCATION, necessity for a moru 
industrial bias in ptimarj, 122 
Electrical transmission gear, llS 
Engineering, mechanical, 30 1 
Exclangc, effect of protection on, 
, imports from countries with 
depreciated, HO , effect of export 
duties on, 176 

Excise dutj (ics), nature of, 143 , 
os means of raising tcvctiuo, 03, 
143, U5, 148 151, in otlur 
countries, 143 , iticidcnco of, 144 j 
economic justification <>l> 1 >5 , 
limitations of, 147 D , effect of, 
on homo industries, ISO ; i o i atton 
piecegoods, 18, 20 2, 25, 144, HO, 
152, 1G5171, on cotton \arn 
14, 116, 164 C, on kerosene, 22, 
HS 4 , on sugar in Engia 1 1, nij , 
on alcohol, opium and hemp drugs, 
1 13, On motor spirir, H3 , on 
Blit, 113 4, 149, on cotton cloth 
in tho I lilted Kingdom, 14b , 
effect On haadlooni industry of 
ibnUtion of the cottnn, 171 
rxlort diit>(ies), ai integral 
feature of earlv tariff policy, 17, 
172, ruerBion to, 24, incidcnco 
of, 173, 175 , on monopolies, 

17a *> 1H12, 197, ) rohibiUon of, 

in United Btates, 173 , effect of, 
on balance of trade, 176 , effect 
of, on homo pro liicer, 179; pro 
tcctivo, 'I, 177 H2, 199, 194; 
ilinger of, 1^3 , l referential, 24, 
196, 198 ; objections to differ- 
ential, 196 ; for purposes of 



reWUaUon, 196 7, 282 ; on tea, 

17, 24, 172, 187 , on law hides 
and akins, 17, 24, 172, 190 3, 198 » 
on Tico, 17, 24, 172, 188, 197, 205 , 
on Jnte, 17, 24, 172, 174, 185, 197 , 
on Baltpetro, 17, 183 , on lac, 174, 

181 , on cotton, 186 , on oil 
seeds, 174, 104 5 , on myiaholams, 

174 , on mannieB, 193 , on wheat, 
189, 205 , on food grama, 199 213 
Exports, of principal crops 27, 29, 

233 , of manufactured goods, 38, 

60, 91, 233, 281 , protection vriU 
tend to Toduce, 92 , hountica on, 
141, effect of Imperial trofortneo 
on, 233 8 I 

FAMINES, mdnatrial devotqpmcut ' 
eannot directly mitigate «£fccta of, I 
48 , real remedy for, lies in ' 
improvement of agriculture, 48 
Fiscal autonomy, necessity of, urgol, 

1, 3, 4 ; lecommeadatlou about, 
hy Joint Select Committee on 
Oovernment of India Bill, 3, 169, 
239 , pnnciplo of, accepted hy 
Britieli Govoroment, 4, 259 , in 
reUtion to Imperial Frefetcaee, 
258 9 

Fiscal Commission, appointmcat of, 

C , composition of, 6 , terms of 
Tctcreiico of, C , qucstioanBiro of, 

8 , tour of, 0 

Food gr iins, pn luction of, 27, Cn, 
199, 203 4 , export of, 27, 

34, iny _13 , import duty on, 113 , 
pneo of, 209 2, COB 31J pro 
hibition of export of, 2yG, 209 , 
export duty on, J12 
Foreign capital, tec * Capitol * 
FotciRn trade, expansion of 3** . 
balance of 36, 02, 176 , naturo 
of, 37 8, 233, 216 , distribution of, 
39 40, 233 

France, trade with, 39 , nrotiction 
in, 5S ; cxci«o duties in, 113 , 
state monopolies m, 143 
Free Trade, believed respous Me for 
India’s poverty, 57 8 , coaditions 
in J nglani which favonr, 5>, 60 , 
the propositions of, 02 6 , present 
Indian tariff not eonsutenv with, 
77, cotton duties hell to he 
iflcooslstent with, 153; strong 


feeling for. In tho United 
Kingdom, 210 

GERMANY, trade with, 39, 40, 240 , 
protection in, 58, 77, 86 , customs 
riecipts in, 04 , imports of dyes 
from, 24C, 248 9 
Uiycerino, refined, 107 
Government concessions, stipulations 
to be mido in caso of, 2 j 
G overnment stores, customs duties 
on .85 b 

UAUDLOOM, industry, 30 1 ; 
weavers’ poverty, 48, 116; 

import duty on, 111 , duty on 
cotton yarn as affecting, industry, 
lir, 171 competition of, with 
power looms, 116 , effect on, 
II dustry of abolition of cotton 
excise duty, 171 , methods of 
rmisting, ludustry, 171 
Ilides and sluns, raw, exports of, 
33 citport duty on, 34, 172, 
190 % 198 

Hydro clcetTic schemes, 33, lU. 
IMPERIAL Froferesee, examination 
of, in Indm, 5, 218, 233, 233, 234, 
_41 . by means of export duties, 
21, 190, 103 , resolutioa of 

Colouiil Confereneo 1903 regard 
ing, 215 , the principles of, SIC, 
.58 , as a free gift, 210, 210, 254, 
261 , by negotiation, 219, 2i •> 5 , 
no intctfercncc with protection aa 
result of, 219, 249, 214, 250 , 
cconomio effect of, 224 .31 , 

I biuefit to country receivoag, 225 7, 

I 243 , effect on prices in couatrv 
I granting, 225 8, 239, 235, Ci^ 1, 

I .o7 , analogy between aigumenta 
I for protection and for, 227 8 , 
as affecting tho revenue, 229 , 

I Indian exports not likely to 
I benefit appreciably from, 233 S , 
general system of, would involve 
serious lo'S to India, 239, 243 5, 
- 1, -57 , rctalutioa hv foreign 
countries as result of, 241 2 , 
ndvaniago of, to the L'nifed 
I leinglom, S39, 215 253 , requ-jti 
of llrilish manufacturers for, 

1 2(7 253 , causes vt Indian 
hostility to, 255 9 , prme i Ics 
which should govern *<r; Iiratiow 
, of i-obey of, 256 7, 25'», .62, in 



236 




relation to fiscal autonuniy, 253 9 , 
the Imperial aspect of, 260 1 , 
examination of, by TanC Boatl, 
263 , policy of, towards Coioni^s 
and Dominions, £61 , la Can ida, 
Sll, 219, 264 5 , in Austriln, -17, 
219, 222 , ID Jlew Zealand, 2J7, 
219, 222, 264 5 , in Santh Africa, 
217, 219 , ID. the Dnited Kingdom, 
217, 219, 222, 234 8, 254, in 
Crown Colonies, 219, £22 , on 
hides and slcias, £4, 193 , on tea, 
234 5 , on coffeo, 234, 235 , on 
tobacfo 234, 237 8, 253, on djes, 
245 250 on motor cars, 251, 265 , 
on machinery, 252 , on fingnr, -63 
Imports, of nanufactnred v®' 

37 8, 127, 23S, 310 2 , protection 
will tend to dimmish, 92 
IndioD States, evidesco of, 9, 293 " 
concerned in the torilf policy, 295, 
S&9 30Q, clarot of, to receive sh-tra 
of customs roxenuc 296 , favour 
disetnninntmg proteetion 2*7 

fffpreffentatwn of, on Tiviff Do rd 
luipreetieable, 301 

Industrial Commission, tariff policy 
not considered by, 3, 74 , xeso 
liitioB os appointment of, i , coo 
elnsions of, regarding isdnstrial 
development, 41 , causes of 
ifidnstrial backwardness mention 
cd I'j , 71 , TCiommendatioBS of, 
not by thcniselves soflicieiit, ’4, 
recommendations of, tegardntj 
railway rates, 326 9 
Industrial development, will aUiai.t 
foreign capital, £, 44, 2’*9, 

position of, in India, 31 , male 
<]uate, ju India, 41, ad^ant^tcs 
of, in India, 42 50, 54 , effect of, 
on capital resources, dS-d , effect 
nt oo eeonoinic employment of 
labour 45 , effect of, oa wages, 
46 effect of, on -grienll iraJ 
onhlioos 47 8, 51 , in xclatiou 
to taminvs 48 , effect of, <a the 
{ublic reicnuos, 49, effect of o» 
natioual character, 50 , 
lions of pofiiJition in tomur as a 
result ol, 52 3, aptitudo lor, 
71 3 , requires to be stininlatcd 
by prolcctiro duties, 74 
Industrial worbers, numbers of, 30 


ladsstncs, Indian, 30 1 , new 
101 2 , location of, 105 , essential 
for national defence or of epeen! 
tmlitarv value, 106 7 , basic, 108, 
114 S 

Xaofficicnt methods, risk of, 83, 87 , 
»B sugar induttrv, 99 
Iron aud steel, import duty on, 
18 20, 22, 288 , industry, 30 I, 
107 8 , imports of, 2S, 246 , 
importuBca of, for uitjoiw) de 
fence 107 , different conditions 
prev'libBg in the, uidnstiies, 107 
alleged dumping of English steel, 
137 

JAPAN, trade With, 39, 40, 246 , 
protection jb 57 8 , consumption 
tales in, I4S , excise duties lu, 
143 , exports of Indian cotton to, 
188 , imports of cotton yarn and 
j leccgocds from, 246 , compcti 
tWtt with, £46, £<9, 511 
Jxm trado with, 39, 40 , tea, 187, 
21'’ , sugar, 28, 90, 246 
fwnt Select Committna, oa Gorera 
roent of India Bill, 3, 4, 169, 259 
Jute riw, 27, 29, 8S , Mport of, 
raanufactares, is , export duty on, 
IT, 24 172, 174, 1«5, 107 
Jute mill industry, 30, 109 
KFRO'^rNI' import duty on, 16, 
l4t , excise duty on £2, 143 4 
L IBODR, supply of, for industries, 
SO 33, 46 74, 91, 97 , dcCcuucics 
in housing of industrial, 33, 45 , 
surplus ngricnlturol, 33, 45 , 

slfiU^, 33, 123 4 , cfliigration of, 

45 , iragcs of, 40 , importation of 
foreign, 107, 123 , crtiiention of, 
122 , organisations for jncriaejng 
tho mobility of, 121 
Inc, export duty on, 174, 381 , 
export CC9S on, 184 
XdiKUsliiro cotton industry, opposi 
turn. of» to Indian cotton duties, 

16, 153 162 , jnsistencQ of, oa 

Indiin cettott excise, 38, 303 S , 
protect i in its infamy, 'O , 
competition of, with Indian cotton 
industry, 159, 311 2 
U ither, 307 , ice aho ' Tanning 
Industry * 
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List, Fne^rich, C5, G7 
MACHINERY, Impott duty on, 

IS 23, 109 111, 2SS , imports of, 

3S, 246 , freo import, of inlos 
trial, desirable, 103 111 . en 
couiagemcnt of masufaeturo of, 
by bounties, 100 , -woried by 
manual or animal power. 111 , 
preference on, 253 
Manufactured goods, imports of, 

37 6, 12T, 233, 310 2 , esports of, 

38, CO, 91, 232, 231 
■Manures, export duty on, 193 , ex 
port cess on, 193 
Marine, Indian mercantile, 131 
Matches, import duty on, 21 2 , n 
stale monopoly in France, 143 
Mauntjus, preference on, augnr, £03 
Mill, John Stuart, 64, 67 
Mincrol jelly (rasolino), 107 
Monopolies, state, 143 , export duties 
on, 173 S, 181 2, 197 , aluays 

conditional, 174 

Montagu Cliclnisford Report, 2, '•2 
Motor Mrs, import duty on, 21 2 , 
dot} m ITnitcd Kingdom on, 09 , 
imports of, 216 prefcrenco on 
251, 265 

NATIONAL defence, industries 
CMOntnl for, C6, 100 7 , import 
nnce of dyo industry for, 21^ 

OIL inmeral 30 2 , lubrieatiag, j 

108 See nlso ' Kerosene ' 

Oilseeds, production and ciport of, 

27, 29, 3S , import duty on, 113 , I 
export duty on, 174, 1915 1 

I’VPrn, maoufsctiiro of, 99, j 

nllcgcd dumping of, 137 j 

Partly inanufieturod goods, 91 

115 c, m 

Pigow, Professor A. C, C3, 74 ' 

Pelitical eorruptioii, dinger of 83, 

83 

Pfiies, elTiH-t of protection on, Co •>, 

7 > 8}, 80^ pi\ o., ^ f,«(, pt, resirsrt . 
id by dixenimn-ittcn, 8‘> 

Printcrx, interests of, 1 

Pfiiitmg Ink, 113 


Prolottion, adoption of n policy of, 
feeling in favour 
of, 50 G1 , in other countries, 5S 
m England, 50, CO , circumstancos 
m wliicli, justifiable, 07 ; effect of, 
on prices, 68 9, 79 81, 89, 90, OS 
will give confiiiLnce to capital, 71 ’ 
will stimuHte industrial develop’ 
ment 74 , Jiigh revenue tariff 
fcads to, 77 , gam produced by, 
insing from, 78 81 , 
effect of, on agricultural classes, 
60. effect of, on middb classes 
81 , effect of, oa hnlanco of trade, 
9- , conditions to bs satisfied by 
wdastrics claiming, 97 , factors 
strcxigtlitning a ease for, 03 
difficulty of reducing rate of, OS 
117 stages of development at 
Milieu, may bo required, 100 2 . 
rattt of, 103 5 , Jocatioa of mdus 
tries as affecting, 105 , time limit 
for, not practicable, U7 , leduc 
tiort and withdrawal of, 117 $ 
gr->nt of, before establishment of 
1 iriff Board, 121 , by means of 
expo t duties, 177 182 , effect of 
Imperial Rreference on. 210 
210, 244, 250, 281 ' ^ 

WS, need for improTemout 
m *14 114. UO, effect of, ^ 

foil industry, II4 
Railnay Board, views of, oa railway 
nteu, 9 127 

RailMoy Comiinttce 127, 129 
Riilw^v materials, import duty on 
18 2*>, 22, 287 s imports of, 3S 
prot-^etion r ■■ 283 ' 

Rxilw-cy ratii mi entntion of m 
^^*-*'*^ f*t J its cnco-ragcd bi 
^ cffeit of [.obey on indoslncs 
UO 7 , pTm,.,piea wlucJi should 
covera policy of, I2s , Rates 
rnbvnal to decide, 129 
Kaw matcrnli, ample supdIt of 
Bhoull ordinarily bo 
adoisttcil free of dutv, 113, no 
Itetsli Ltion, by means of exj*orl 
duties, me 7 bT foreign cooattiei 
improbable. 2i\ 2 by mem, of 
jwual dulir, 2S..3, dUadvat, 
tages or, 28 J 

l^Mune. tantr ax a source of 2 
70 7, 915, effv-ct if luJustfjiJ 
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development on, 49 ; high, tan£E 
leads to protection, 77 , excise 
duties as a source of, 95, 143, 145 
148 351 , pnaciples for levy of, 
duties, 119, 120 , export duties as 
a BOiircQ of, 182, 185 9, 193, 205 , 
Imperial Preference aa affecting, 
-29 , effect on, of od uaforcm and 
specific duties, 270 , effect on, of 
taxing railway materials, 288 , 
ciaioi of Indian States to rcceiic 
aharo of customs, 296 
Eice, export duty on, 17, 24, 172, 
188, 197, 205 , production of, 

27 8 , exportable eurplus of, 203 
211 , restnctions on export of, 
207, 211 

Eubber, goods, 107 , raw, 113 
&AFEGUAEDING of Industries 

\ct, 60, 103, 138, 140, 302 
Salt, 143 4, 140 

Saltpetre, export duty on, 17, 183 
Sandalwood oil, 299 
Sea Customs Act, 161, 207, 285 6 
Sowing maelunea, ill 
Shipping, complaints regarding 

coastal, rates, 131 , rebates, 132 
SiUc, 21, 113, 299 

Specific duties, definition of, 2C0 ; 
favoured in most advanced conn 
tries, -CG , advantages of, 207 8 , 
dmUvinUgea of, 269 272 , articles 
subject to, 273 , sjstem of, to be 
< xUnded cautiously, 27G 
Steel, see ‘ Iron and steeL’ 

^“g-ir, pioJuetioa of, 27 9 , Java, 
-8, 90, 240 , import of, 38 , beet 
ndustry in England, 60 , indus 
try lu India, 90 , excise duties on, 
143 , Mauritius, 260 
Committee, -8, 90 

bulphur, of nuhtary value, 107 , 
import duty on, 113 
7 industry, profcctioa of, 

J}, iJl, 193 , see also ‘ Leather ' 
Tanff, high revenue, leads to pro 
tection, 77 , form of, which will 
bo created by adoption of protec 
tion, 94 5 , definitions in the, not 
to bo based on intended use, 112. 
279 } necessity for elaboration of. 


272, 277 8 ; double, system, 280 1 ; 
pnbbc discussion of changes in, 

301 , see also ‘ Customs duties ’ 

Tariff Board, will minimise danger 

of pobtical corruption, 83, 85 , to 
investigate combinations of maun 
facturers, S3, 86 , will mitigate 
risk of encouraging ineffieiout 
methods, 83, 87 , an integral part 
of scheme of protection, 96, 29S, 

302 , will investigate claims to 

protection, 96, 303, 306, 309 , 
points in regard to industries to 
be considered by, 97 108 , to 
enquire into nccessi^ of protect 
ing steel, 107 , to investigate 
effect of duty on cotton yam 
116 , to renew penodically pro 
tcctioa given to industries, 117 8 , 
to bs consulted regarding taxation 
of raw matmala and partly manu 
factored goods, 119 , railwav rates 
not a matter for, 123, 307 , to 
enquire uto existence of dumping 
139, 306 , to enquire about imports 
from countries with dcpreciatod 
exchange, 140, 806 , to examine 
the claims of the cotton null 
industry to protection, 170 , to 
enquire into possibility of revenue 
export duty on raw skins, 193, to 
enquire into commodities on which 
prcferoncc might be given, 230, 
263, 2C5 , to examine desirability 
of extended use of tariff a ilu 
ations, 27 1 , to examine relation 
slup of duties on machmerj, ml 
ivay nwtenais and iron and steel 
283 , to consider representations 
from Indian States, 8D8 300 , 
representation of Indian States 
on, impracticable, 301 , constitu 
tion of, 301, 303, SOS 9 , functions 
of, 303, 305 G , pubbcity of 

enquiries and reports of, 303 4 

Tariff pobey, revision of, demanded 
by pnblic, 1, 2, 56 , exclusion of, 
from terms of reference to Indus 
trial Comimssioa, 1, 2, 74 ; 

necessity of examining, 2, 3, 5 , 
bebcf that India’s, dictated in 
interests of trade of Great Britain, 
2, 3, 57 , in days of East India 
Company, 14 , after the mutiny, 
15 , general character of, before 
tho war, 19 , character of present, 
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23 , Inainn coneemeil in, 

2D5, 293 300. 

Tariff valuation'!, principlos of, 
373 i , advantigC'i of, 273 4 , 
effect of, ou protective iliitu\ 
275 , system of, to bo eitendcil 
cautiously, 27G 

Taussig, Professor P W , 117, 309 

Taxation, Indian opinion opposed to 
direct, 76 , material increase in 
direct, not feasible, 7C, 14C 

Tea export duty on, 24, 187 , ct 
ports of, 29, 3S, 187, 235 , export 
CC8S on, 184 , Ceylon, 187, 235 , 
Java, 187, 235 , Imperial Prefer 
ence in United Kingdom on, 234 5 
preference on, granted in Canada, 
235 , prefcTcnco on, in Australia 
Mould bo advantageous, 235 
Tobacco, a etato monopoly in 
Franco, 143 , Imperial Preference 
in United Kingdom on, 231, 
237 8 , imports of, 24G , prefer 
ciico in Indian market on, 253 
Typewriters, 111 

UNITPD Kingdom, trade witb, 39, 
40, industrial conditions in ‘‘9, 
00 , protection iii, GO, CO , import 
mice of export trade of, CO, 260 , 
antidumping Kgistatiou in, 118, 


excise diittea in, 143, 14C ; export 
of wheat to, 205 ; Imperial Prefer* 
cnee in, 217, 219, 222, 234 8, 234 ; 
ftrticlt'a on wJitch preference tmg!iC 
lie advantageous to, 247 25J ; 
strong feebug for free trade in, 
310 , eomparativo advantage of, 
m mannfnctiires, 310 , no re <1 
antagonism between interests of 
India and of, 319 
United Stites, trade with, 39, 40, 
24C . protection in, 58, S6, 100, 
117 Tariff Commission, 117, 
224, 284, 307 0 , anti dumping 

legislation in, 138 9 , excise 
duties in, 143 , prohibition of ex 
port duties in 173 , import of 
motor car# from, 251, 205 , import 
of cigarettes from, 233 
WAGES, industrial development 
will increase, 46 , earned in fae 
tones affect economie eonditiona 
la nJbpes, 40, SO 
Wheat, production of, 27 8 , export 
duty on, 189, 20 j , restrictions on 
cxjiort of, 201, 207 , exportablo 
surplus of, 203 5 
Woo<l pulp manufacture of, 99 
Wool tops ]I3 
/fN<, 107 







